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MONDAY, JUNE 11, 1951 


House oF REPRESENTATIVES, 
CoMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
Washington, D. C. 


The committee met, pursuant to notice, at 10 a. m., in room 1334, 
New House Office Building, Hon. Robert Crosser (chairman) presiding. 

The CHarrmMan. The committee will be in order. 

The meeting this morning is to consider the so-called Oil Compact, 
House Joint Resolutions 206 and 211. 

(H. J. Res. 206 and 211 follow:) 


(H. J. Res. 206, 82d Cong. Ist sess.] 
JOINT RESOLUTION UConsenting to ap interstate compact to conserve oil and gas 


Resolved by the Senate and House of Representatives of the United States of America 
in Congress assembled, That the consent of Congress is hereby given to an extension 
and renewal for a period of four years from September 1, 1951, of the Interstate 
Compact to Conserve Oil and Gas, which was signed in the city of Dallas, Texas, 
the 16th day of February 1935 by the representatives of Oklahoma, Texas, 
California, and New Mexico, and at the same time and place was signed by the 
representatives, as a recommendation for approval to the Governors and Legisla- 
tures, of the States of Arkansas, Colorado, Illinois, Kansas, and Michigan, and 
prior to August 27, 1935, said compact was presented to and approved by the 
Legislatures and Governors of the States of New Mexico, Kansas, Oklahoma, 
Illinois, Colorado, and Texas, which said compact so approved by the six States 
last above named was deposited in the Department of State of the United States, 
and thereafter such compact was, by the President, presented to the Congress, 
and the Congress gave consent to such compact by H. J. Res. 407, approved 
August 27, 1935 (Public Resolution Numbered 64, Seventy-fourth Congress), 
and which said compact was thereafter extended and renewed for a period of 
two vears from September 1, 1937, by an agreement executed as of the 10th day 
of May 1937 by the representatives of the States of Oklahoma, Texas, Kansas, 
New Mexico, Illinois, and Colorado, and was deposited in the Department of 
State of the United States, and thereafter such extended and renewed compact 
was, by the President, presented to the Congress and the Congress gave consent to 
such extended and renewed compact by 8. J. Res. 183, approved August 10, 1937 
(Public Resolution Numbered 57, Sevent v-fifth Congress), and which said com- 
pact was thereafter extended and renewed for a period of two vears from Septem- 
ber 1, 1939, by an agreement duly executed and ratified by the States of Okla- 
homa, Texas, Kansas, Colorado, New Mexico, and Michigan, and was deposited 
in the Department of State of the United States, and thereafter such extended 
and renewed compact was, by the President, presented to the Congress and the 
Congress gave consent to such extended and renewed compact by H. J. Res. 329, 
approved July 20, 1939 (Public Resolution Numbered 31, Seventy-sixth Congress), 
and which said compact was thereafter extended and renewed for a period of two 
years from September 1, 1941, by an agreement duly executed and ratified by the 
States of Texas, Oklahoma, Kansas, Colorado, New Mexico, Illinois, Michigan, 
Arkansas, Louisiana, New York, and Pennsylvania, and was deposited in the 
Department of State of the United States, and thereafter such extended and 
renewed compact was, by the President, presented to Congress and the Congress 
gave consent to such extended and renewed compact by H. J. Res. 228, approved 
August 21, 1941 (Public Law 246, Seventy-seventh Congress), and which compact 
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was thereafter extended and renewed for a period of four years from September 1, 
1943, by an agreement executed and ratified by representatives of the States of 
Kansas, Oklahoma, Texas, Colorado, New Mexico, Arkansas, Louisiana, and 
Kentucky, and was deposited in the Department of State of the United States and 
thereafter sucb extended and renewed compact was, by the President of the 
United States, presented to Congress and the Congress gave consent to such 
extended and renewed compact by H. J. Res. 139, approved July 7, 1943 (Public 
Law 117, Seventy-eighth Congress), and thereafter the representatives of the 
States of Montana, West Virginia, Alabama, Illinois, Michigan, New York, 
Pennsylvania, Ohio, Florida, Tennessee, and Indiana executed counterparts of 
said agreement, and said counterparts so executed were deposited in the Depart- 
ment of State of the United States; and which compact was thereafter extended 
and renewed for a period of four years from the Ist day of September 1947 by an 
agreement peed ee ratified by the representatives of the States of Alabama, 
Arkansas, Colorado, Florida, Kansas, Louisiana, Montana, New Mexico, New 
York, Ohio, Oklaboma, Pennsylvania, Texas, Tennessee, West Virginia, and 
Indiana, which was deposited in the Department of State of the United States, 
and such extended and renewed compact was, by the President of the United 
States, preserted to Congress, and Congress gave its consent to such extended 
and renewed compact by 8. J. Res. 122 (Public Law 184, Eightieth Congress) ; 
and thereafter the representatives of the States of Kentucky, Illinois, Mississippi, 
and Michigan executed counterparts of said agreement, which executed counter- 
parts were deposited in the Department of State of the United States. The agree- 
ment to extend and renew said compact for a period of four years from September 
1, 1951, to September 1, 1955, duly executed by the representatives of Alabama, 
Arkansas, Colorado, Florida, Indiana, Kentucky, Louisiana, Michigan, Missis- 
sippi, Montana, New Mexico, New York, Ohio, Oklahoma, Pennsylvania, Tennes- 
see, Texas, and West Virginia, has been deposited in the Department of State of 
the United States, and reads as follows: 


AN AGREEMENT TO EXTEND THE INTERSTATE COMPACT TO 
CONSERVE OIL AND GAS 


Whereas, on the 16th day of February 1935, in the City of Dallas, Texas, 
there was executed ‘‘An Interstate Compact to Conserve Oil and Gas’’ which was 
thereafter formally ratified and approved by the States of Oklahoma, Texas, 
New Mexico, Illinois, Colorado, and Kansas, the original of which is now on 
deposit with the Department of State of the United States, a true copy of which 
follows: 

“An INTERSTATE Compact TO CONSERVE OiL AND Gas 


“ARTICLE I 


“This agreement may become effective within any compacting state at any time 
as prescribed by that state, and shall become effective within those states ratifying 
it whenever any three of the states of Texas, Oklahoma, California, Kansas, and 
New Mexico have ratified and Congress has given its consent. Any oil-producing 
state may become a party hereto as hereinafter provided. 


“ARTICLE II 


“The purpose of this compact is to conserve oil and gas by the prevention of 
physical waste thereof from any cause. 


“ARTICLE III 


“Each state bound hereby agrees that within a reasonable time it will enact 
laws, or if laws have been enacted, then it agrees to continue the same in force, 
to,accomplish within reasonable limits the prevention of: 

“‘(a) The operation of any oil well with an inefficient gas-oil ratio. 

“(b) The drowning with water of any stratum capable of producing oil or 
gas, or both oil and gas, in paving quantities. 

‘(c) The avoidable escape into the open air or the wasteful burning of gas 
from a natural gas well. 

““(d) ‘The creation of unnecessary fire hazards. 

“(e) The drilling, equipping, locating, spacing or operating of a well or 
wells so as to bring about physical waste of oil or gas or loss in the ultimate 
recovery thereof. 





INTERSTATE OIL AND GAS COMPACT 3 


“(f) The inefficient, excessive, or improper use of the reservoir energy in 
roducing any well. 
“The enumeration of the foregoing subjects shall not limit the scope of the 
authority of any state. 
“ARTICLE IV 


“Each state bound hereby agrees that it will, within a reasonable time, enact 
statutes, or if such statutes have been enacted then that it will continue the same 
in force, providing in effect that oil produced in violation of its valid oil and/or 
gas conservation statutes or any valid ruie, order, or regulation promulgated 
thereunder. shall be denied access to commerce; and providing for stringent 
penalties for the waste of either oil or gas 


“ARTICLE V 


“Tt is not the purpose of this compact to authorize the states joining herein to 
limit the production of oil or gas for the purpose of stabilizing or fixing the price 
thereof, or create or perpetuate Monopoiy, or to promote regimentation, but is 
limited to the purpose of conserving oil and gas and preventing the avoidable 
waste thereof within reasonable limitations. 


“ARTICLE VI 


“Fach State joining herein shall appoint one representative to a commission 
hereby constituted and designated as the Interstate Oil Compact Commission, 
the duty of which said commission shall be to make inquiry and ascertain from 
time to time such methods, practices, circumstances and conditions as may be 
disclosed for bringing about conservation and the prevention of physical waste 
of oil and gas, and at such intervals as said commission deems beneficial it shall 
report its findings and recommendations to the several States for adoption or 
rejection. 

“The Commission shall have power to recommend the coordination of the 
exercise of the police powers of the several states within their several jurisdictions 
to promote the maximum ultimate recovery from the petroleum reserves of said 
states, and to recommend measures for the maximum ultimate recovery of oil 
and gas. Said Commission shall organize and adopt suitable rules and regulations 
for the conduct of its business. 

“No action shall be taken by the Commission except: (1) by the affirmative 
votes of the majority of the whole number of the compacting States represented 
at any meeting. and (2) by a concurring vote of a majority in interest of the 
compacting States at said meeting, such interest to be determined as follows: 
such vote of each State shal! be in the decimal proportion fixed by the ratio of its 
daily average production during the preceding calendar half-year to the daily 
average production of the compacting States during said period. 


“ARTICLE VII 


“No State by joining herein shall become financially obligated to any other 
State, nor shall the breach of the terms hereof by any State subject such State to 
financial responsibility to the other States joining herein. 


“ARTICLE VIII 


“This compact shall expire September 1, 1937. But any State joining herein, 
may upon sixty (60) days notice, withdraw herefrom. 

“The representatives of the signatory States have signed this agreement in a 
single original which shall be deposited in the archives of the Department of State 
of the United States, and a duly certified copy shall be forwarded to the Governor 
of each of the signatory States. 

“This compact shall become effective when ratified and approved as provided 
in Article I. Any oil-producing State may become a party hereto by affixing its 
signature to a counterpar* to be similarly deposited, certified, and ratified.”’ 

Whereas, the said Interstate Compact to Conserve Oil and Gas has heretofore 
been duly renewed and extended with the consent of the Congress to September 1, 
1951: and, 

Whereas, it is desired to renew and extend the said Interstate Compact to Con- 
serve Oil and Gas for a period of four (4) years from September 1, 1951, to Septem- 
ber 1, 1955; 
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Now, Therefore, This Writing Witnesseth: 

It is hereby agreed that the Compact entitled ‘‘An Interstate Compact to Con- 
serve Oil and Gas”’ executed in the City of Dallas, Texas, on the 16th day of Feb- 
ruary 1935, and now on deposit with the Department of State of the United 
States, a correct copy of which appears above, be, and the same hereby is, extended 
for a period of four (4) years from September 1, 1951, its present date of expiration. 
This agreement shall become effective when executed, ratified, and approved as 
provided in Article I of the original Compact. 

The signatory states have executed this agreement in a single original which 
shall be deposited in the archives of the Department of State of the United States 
and a duly certified copy thereof shall be forwarded to the Governor of each of the 
signatory states. Any oil-producing state may become a party hereto by exe- 
cuting a counterpart of this agreement to be similarly deposited, certified, and 
ratified. 

Executed by the several undersigned states, at their several state capitols, 
through their proper officials on the dates as shown, as duly authorized by statutes 
and resolutions, subject to the limitations and qualifications of the acts of the 
respective State Legislatures. 

Tue Strate or ALABAMA 
By James E. Fousom 
Governor 
Dated: 12—4—50 
Attest: Srpyit Poor 
Secretary of State 
[SEAL] 
Tue Strate or ARKANSAS 
By Sip McMarta 
Governor 
Dated: 10-11-50 
Attest: C. G. Hau 
Secretary of State 
[SEAL] 
Tue Strate or CoLorapo 
By Water W. JoHNSON 
Governor 
Dated: 12—1—50 
Attest: Geo. G. BAKER 
Secretary of State 
[SEAL] 
THe Strate or FiLoripa 
By FuLLeR WARREN 





Governor 
Dated: Nov 15—1950 
Attest: R. A. Gray 
Secretary of State 
THe STATE or ILLINOIS 
By ——— —____—__— 
Governor 
Dated: ———_____- 
Attest: ————— a 
Secretary of State 
Tre Strate or INDIANA 
By Henry F. Scuricker 
Governor 


Dated: 10-25-50 
Attest: CHarutes F. FLEMING 
Secretary of State 
THe Strate or KANSAS 
By ——____—_- 
Governor 
Dated: — 
Attest: — 








Secretary of State 





Dated: 
Attest: 


Dated: 


Attest: 


Dated: 
Attest: 


Dated: 
Attest: 


Dated: 
Attest: 


Dated: 
Attest > 


Dated: 
Attest: 


Dated: 
Attest: 


Dated: 
Attest: 


Dated: 
Attest: 
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Tue Stave or KENTUCKY 
By Lawrence W. WETHERBY 
Governor 
December 11, 1950 
GEORGE GLENN HATCHER 
Secretary of State 
Susan B. RuTHERFORD 
Assistant Secretary of State 
THE STATE OF LOUISIANA 
By Eart K. Lone 
Governor 
November 1, 1950 
Wave O. Martin, JR. 
Secretary of State 
Tue State or MICHIGAN 
By G. MENNEN WILLIAMS 
Governor 
January 31, 1951 
F. M. Ataer, Jr. 
Secretary of State 
Tue STATE OF MISSISSIPPI 
By F. L. Wricur 
Governor 
Nov. 8, 1950 
Hersper LADNER 
Secretary of State 
Tuer State or MONTANA 
By Joun W. BonneR 
Governor 
November 22nd 1950 
Sam C, MircHeLu 
Secretary of State 
Tue STaTE oF NEw Mexico 
By Tuomas J. Masry 
Governor 





Auicia RoMERO 
Secretary of State 
THe State or New YorK 
By Tuomas E. Dewey 
Governor 
2-20-51 
Wa ter J. GorInGa 
Deputy Secretary of State 
THe STATE oF ORTIO 
By Frank J. Lauscup 
Governor 
1-3-51 
CHARLES F, SWEENEY 
Secretary of State 
Tue Strate oF OKLAHOMA 
By Roy J. TurRNER 
Governor 
Oct 7, 1950 
WILuiAM CARTWRIGHT 
Secretary of State 
Tue STATE oF PENNSYLVANIA 
By Joun 8S. Fine 


Governor 


2-21-51 
GERALD SMITH 
Secretary of State 
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Tue Strate or TENNESSEE 
By Gorpvon BrRowninG 
Governor 
Dated: 2-16-51 
Attest: James H. CumMincs 
Secretary of State 
Tue Strate or Texas 
By ALLAN SHIVERS 
Dated: October 3, 1950 Governor 
Attest: Louis Scorr WiLKERSON 
Ass’t Secretary of State 
Tue Stats or West VIRGINIA 
By Oxey L. Patreson 
Governor 
Dated: January 8, 1951 
Attest: D. Pirr O’Brien 
Secretary of State 
Src. 2. The right to alter, amend, or repeal the provisions of section 1 is hereby 
expressly reserved. 
{H. J. Res. 211, 82d Cong. Ist sess.] 


JOINT RESOLUTION Consenting to an interstate compact to conserve oil and gas 


Resolved by the Senate and House of Representatives of the United States of America 
in Congress assembled, That the consent of Congress is hereby given to an extension 
and renewal for a period of four years from September 1, 1951, of the Interstate 
Compact to Conserve Oil and Gas, which was signed in the city of Dallas, Texas, 
the 16th day of February 1935 by the representatives of Oklahoma, Texas, 
California, and New Mexico, and at the same time and place was signed by the 
representatives, as a recommendation for approval to the Governors and Legisla- 
tures, of the States of Arkansas, Colorado, Illinois, Kansas, and Michigan, and 

rior to August 27, 1935, said compact was presented to and approved by the 
zegislatures and Governors of the States of New Mexico, Kansas, Oklahoma, 
Illinois, Colorado, and Texas, which said compact so approved by the six States 
last above named was deposited in the Department of State of the United States, 
and thereafter such compact was, by the President, presented to the Congress, 
and the Congress gave consent to such compact by H. J. Res. 407, approved 
August 27, 1935 (Public Resolution Numbered 64, Seventy-fourth Congress), 
and which said compact was thereafter extended and renewed for a period of two 
years from September 1, 1937, by an agreement executed as of the 10th day of 
May 1937 by the representatives of the States of Oklahoma, Texas, Kansas, New 
Mexico, Illinois, and Colorado, and was deposited in the Department of State 
of the United States, and thereafter such extended and renewed compact was, 
by the President, presented to the Congress and the Congress gave consent to 
such extended and renewed compact by 8. J. Res. 183, approved August 10, 1937 
(Public Resolution Numbered 57, Seventy-fifth Congress), and which said compact 
was thereafter extended and renewed for a period of two vears from September 1, 
1939, by an agreement duly executed and ratified by the States of Oklahoma, 
Texas, Kansas, Colorado, New Mexico, and Michigan, and was deposited in the 
Department of State of the United States, and thereafter such extended and 
renewed compact was, by the President, presented to the Congress and the 
Congress gave consent to such extended and renewed compact by H. J. Res. 329, 
approved July 20, 1939 (Public Resolution Numbered 31, Seventy-sixth Congress), 
and which said compact was thereafter extended and renewed for a period of 
two years from September 1, 1941, by an agreement duly executed and ratified 
by the States of Texas, Oklahoma, Kansas, Colorado, New Mexico, Illinois, 
Michigan, Arkansas, Louisiana, New York, and Pennsylvania, and was deposited 
in the Department of State of the United States, and thereafter such extended and 
renewed compact was, by the President, presented to Congress and the Congress 
gave consent to such extended and renewed compact by H. J. Res. 228, approved 
August 21, 1941 (Public Law 246, Seventy-seventh Congress), and which compact 
was thereafter extended and renewed for a period of four years from September 
1, 1943, by an agreement executed and ratified by representatives of the States 
of Kansas, Oklahoma, Texas, Colorado, New Mexico, Arkansas, Louisiana, and 
Kentucky, and was deposited in the Department of State of the United States 
and thereafter such extended and renewed compact was, by the President of the 
United States, presented to Congress and the Congress gave consent to such 
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extended and renewed compact by H. J. Res. 139, approved July 7, 1943 (Public 
Law 117, Seventy-eighth Congress) and thereafter the representatives of the States 
of Montana, West Virginia, Alabama, Illinois, Michigan, New York, Pennsylvania, 
Ohio, Florida, Tennessee, and Indiana executed counterparts of said agreement, 
and said counterparts so executed were deposited in the Department of State 
of the United States; and which compact was thereafter extended and renewed 
for a period of four years from the Ist day of September 1947 by an agreement 
executed and ratified by the representatives of the States of Alabama, Arkansas, 
Colorado, Florida, Kansas, Louisiana, Montana, New Mexico, New York, Ohio, 
Oklahoma, Pennsylvania, Texas, Tennessee, West Virginia, and Indiana, which 
was deposited in the Department of State of the United States, and such extended 
and renewed compact was, by the President of the United States, presented to 
Congress, and Congress gave its consent to such extended and renewed compact 
by S. J. Res. 122 (Public Law 184, Eightieth Congress) ; and thereafter the repre- 
sentatives of the States of Kentucky, Illinois, Mississippi, and Michigan executed 
counterparts of said agreement, which executed counterparts were deposited in 
the Department of State of the United States. The agreement to extend and 
renew said compact for a period of four years from September 1, 1951, to Septem- 
ber 1, 1955, duly executed by the representatives of Alabama, Arkansas, Colorado, 
Florida, Indiana, Kentucky, Louisiana, Michigan, Mississippi, Montana, New 
Mexico, New York, Ohio, Oklahoma, Pennsylvania, Tennessee, Texas, and West 
Virginia, has been deposited in the Department of State of the United States, 
and reads as follows: 


AN AGREEMENT TO EXTEND THE INTERSTATE COMPACT TO 
CONSERVE OIL AND GAS 


Whereas, on the 16th day of February, 1935, in the City of Dallas, Texas, there 
was executed ‘An Interstate Compact to Conserve Oil and Gas’? which was 
thereafter formally ratified and approved by the States of Oklahoma, Texas, 
New Mexico, Illinois, Colorado, and Kansas, the original of which is now on 
deposit with the Department of State of the United States, a true copy of which 
follows: 


‘““An IntTerRsTATE Compact TO CoNSERVE OIL AND Gas 
“ARTICLE I 


“This agreement may become effective within any compacting state at any 
time as prescribed by tbat state, and shall become effective within those states 
ratifying it whenever any three of the states of Texas, Oklahoma, California, 
Kansas, and New Mexico have ratified and Congress has given its consent. 
Any oil-producing state may become a party hereto as hereinafter provided. 


“ARTICLE II 


“The purpose of this compact is to conserve oil and gas by the prevention of 
physical waste thereof from any cause. 


“ARTICLE III 


“Each state bound hereby agrees that within a reasonable time it will enact 
laws, or if laws have been enacted, then 1t agrees to continue the same in force, 
to accomplish within reasonable limits the prevention of: 

“(a) The operation of any oil well with an inefficient gas-oil ratio. 

**(b) The drowning with water of any stratum capable of producing oil 
or gas, or both oil and gas, in paying quantities. 

**(c) The avoidable escape into the open air or the wasteful burning of 
gas from a natural gas well. 

““(d) The creation of unnecessary fire hazards. 

“(e) The drilling, equipping, locating, spacing or operating of a well or 
wells so as to bring about physical waste of oil or gas or loss in the ultimate 
recovery thereof. 

“(f) The inefficient, excessive or improper use of the reservoir energy in 

roducing any well. 

“The enumeration of the foregoing subjects shall not limit the scope of the 
authority of any state. 
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“ARTICLE IV 


“Each state bound hereby agrees that it will, within a reasonable time, enact 
statutes, or if such statutes have been enacted then that it will continue the same 
in force, providing in effect that oil produced in violation of its valid oil and/or 
gas conservation statutes or any valid rule, order or regulation promulgated 
thereunder, shall be denied access to commerce; and providing for stringent 
penalties for the waste of either oil or gas. 


“ARTICLE V 


“It is not the purpose of this compact to authorize the states joining herein to 
limit the production of oil or gas for the purpose of stabilizing or fixing the price 
thereof, or create or perpetuate monopoly, or to promote regimentation, but is 
limited to the purpose of conserving oil and gas and preventing the avoidable 
waste thereof within reasonable limitations. 


“ARTICLE VI 


“Each State joining herein shall appoint one representative to a commission 
hereby constituted and designated as the Interstate Oil Compact Commission, 
the duty of which said commission shall be to make inquiry and ascertain from 
time to time such methods, practices, circumstances and conditions as may be 
disclosed for bringing about conservation and the prevention of physical waste 
of oil and gas, and at such intervals as said commission deems beneficial it shall 
report its findings and recommendations to the several States for adoption or 
rejection. 

“The Commission shall have power to recommend the coordination of the 
exercise of the police powers of the several states within their several juristictions 
to promote the maximum ultimate recovery from the petroleum reserves of said 
states, and to recommend measures for the maximum ultimate recovery of oil 
and gas. Said Commission shall organize and adopt suitable rules and regulations 
for the conduct of its business. 

“No action shall be taken by the Commission except: (1) by the affirmative 
votes of the majority of the whole number of the compacting States represented 
at any meeting, and (2) by a concurring vote of a majority in interest of the 
compacting States at said meeting, such interest to be determined as follows: 
such vote of each State shall be in the decimal proportion fixed by the ratio of its 
daily average production during the preceding calendar half-year to the daily 
average production of the compacting States during said period. 


“ARTICLE VII 


“No State by joining herein shall become financially obligated to any other 
State, nor shall the breach of the terms hereof by any State subject such State to 
financial responsibility to the other States joining herein. 


“ARTICLE VIII 


“This compact shall expire September 1, 1937. But any State joining herein, 
may upon sixty (60) days notice, withdraw herefrom. 

“The representatives of the signatory States have signed this agreement in a 
single original which shall be deposited in the archives of the Department of State 
of the United States, and a duly certified copy shall be forwarded to the Governor 
of each of the signatory States. 

‘This compact shall become effective when ratified and approved as provided in 
Article I. Any oil-producing State may become a party hereto by affixing its 
signature to a counterpart to be similarly deposited, certified, and ratified.” 

Whereas, the said Interstate Compact to Commanes Oil and Gas has heretofore 
been duly renewed and extended with the consent of the Congress to September 
1, 1951; and, 

Whereas, it is desired to renew and extend the said Iuterstate Compact to 
Conserve Oil and Gas for a period of four (4) years from September 1, 1951, to 
September 1, 1955; 

Now, Therefore, This Writing Witnesseth: 

It is hereby agreed that the Compact entitled ‘‘An Interstate Compact to 
Conserve Oil and Gas” executed in the City of Dallas, Texas, on the 16th day 
of February 1935, and now on deposit with the Department of State of the 
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United States, a correct copy of which appears above, be, and the same is, hereby 
extended for a period of four (4) years from September 1, 1951, its present date 
of expiration. This agreement shall become effective when executed, ratified, and 
approved as provided in Article I of the original Compact. 

The signatory states have executed this agreement in a single original which 
shall be deposited in the archives of the Department of State of the United States 
and a duly certified copy thereof shall be forwarded to the Governor of each of the 
signatory states. Any oil-producing state may become a party hereto by executing 
a counterpart of this agreement to be similarly deposited, certified, and ratified, 

Executed by the several undersigned states, at their several state capitols 
through their proper officials on the dates as shown, as duly authorized by statutes 
and resolutions, subject to the limitations and qualifications of the acts of the 
respective State Legislatures. 

Tue Strate or ALABAMA 
By James E, Foisom 
Governor 
Dated: 12—4-50 
Attest: Srpyit Poo. 
Secretary of State 
[SEAL] 
THE StTaTeE OF ARKANSAS 
By Sip McMaru 
Governor 
Dated: 10-11-50 
Attest: C. G. Hau 
Secretary of State 
[SEAL] 
THE StaTe OF CoLoRAvo 
By Water W. JOHNSON 
Gove 
Dated: 12-1-50 ar 
Attest: Geo. G. BAKER 
Secretary of State 
[SEAL] 
THE STATE OF FLORIDA 
By Futter WARREN 
Governor 





Dated: Nov 15—1950 
Attest: R. A. Gray 
Secretary of State 
Tue Strate or ILLINors 
By _—— 








Governor 
Dated: — 
Attest: - 








Secretary of State 
Tue Strate or INDIANA 
By Henry F. Scuricker 
Governor 
Dated: 10-25-50 
Attest: Cuaries F. FLemMine 
Secretary of State 
THE SraTe oF Kansas 
By — 
Governor 








Dated: 
Attest: —_ 
Secretary of State 





THe State or Kentucky 
By Lawrence W. WETHERBY 
Governor 


Dated: December 11, 1950 
Attest: GEORGE GLENN HATCHER 
Secretary of State 
Susan B. RutuHerrorp 
Assistant Secretary of State 
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Dated: 
Attest: 


Dated: 
Attest: 


Dated: 
Attest: 


Dated: 
Attest: 


Dated: 
Attest: 


Dated: 
Attest: 


Dated: 
Attest: 


Dated: 
Attest: 


Dated: 
Attest: 


Dated: 
Attest: 


Dated: 
Attest: 
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Tue State or LoviIsiIaANa 
By Eart K. Lone 
Governor 
November 1, 1950 
Wane O. Martin, JR. 
Secretary of State 
Tue State or MIcHIGAN 
By G. MenNEN WILLIAMS 
Governor 
January 31, 1951 
F M. Acer, Jr. 
Secretary of State 
Tue Strate or Mississippi 
By F. L. Wricutr 


Governor 
Nov. 8, 1950 
HerBER LADNER 
Secretary of State 
THe State or Montana 
By Joun W. Bonner 
Governor 


November 22nd 1950 
Sam C, MircHe.u 
Secretary of State 
Tue State or New Mexico 
By Tuomas J. Masry 
Governor 





Auic1a RoMERO 
Secretary of State 
THE State or NEw YorK 
By Tuomas E. Dewey 
Governor 
2-20-51 
Water J. GoInc 
Deputy Secretary of State 
THe State or Onto 
By Frank J. Lavscnue! 
Governor 
1-3-51 
CuarR.es F. SwEENEY 
Secretary of State 
THE STATE OF OKLAHOMA 
By Roy J. Turner 
Governor 
Oct. 7, 1950 
WILLIAM CARTWRIGHT 
Secretary of State 
Tue STATE OF PENNSYLVANIA 
By Joun S. Fine 
Governor 
2-21-51 
GERALD SMITH 
Secretary of State 
Tue Strate or TENNESSEE 
By Gorpon BROWNING 


Governor 
2-16-51 
James H. CuMMINGS 
Secretary of State 
Tue State or Texas 
By ALLAN SHIVERS 
Governor 


October 3, 1950 
Louis Scorr WILKERSON 
Ass’t Secretary of State 
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Tue State or West VIRGINIA 
By Oxey L. Patreson 
Governor 


Dated: January 8, 1951 
Attest: D. Pirr O’Brien 
Secretary of State 
Sec. 2. The right to alter, amend, or repeal the provisions of section 1 is hereby 
expressly reserved. 
The Cuarrman. The first witness, I understand, will be Senator 
Connally of Texas. You do the honors and introduce your Governor. 


STATEMENT OF HON. TOM CONNALLY, A UNITED STATES SENATOR 
FROM THE STATE OF TEXAS 


Senator ConNnaLLy. I would be glad to, Mr. Chairman. 

I appreciate very much the appearance before this distinguished 
committee with some of whose members I served when I was in the 
House. 

The CuarrMaANn. Here is where you got some good training. 

Senator Conna.Liy. Notably the chairman, who was very active and 
vigorous and attentive to his duties when I was there, and I am sure 
he still is. 

Mr. Chairman, there are a number of resolutions and bills pendin 
here, all of which have to do with the proposal that the Interstate Oi 
Compact, with which you are no doubt familiar, be extended. It is 
about to expire now. 

We have here today a group of important oil people, and we also 
have the distinguished Governor of Texas, who will testify on these 
issues. I do not think the committee will have any difficulty about 
adopting the extension of the compact because we have already sub- 
mitted these matters to the various departments affected, and have 
their reports here, all of which seem to be favorable. 

Mr. Harris. Before the Senator presents the Governor, may I say, 
with the Chair’s permission, and the indulgence of the committee, 
that in addition to the fact that we have two other great Texans as 
members of this committee, Mr. Beckworth and Mr. Thornberry, 
interested in this problem, the distinguished Senator from Texas 
introduced a resolution in the Senate which is pending now. The 
resolutions which are being considered today, introduced by our good 
friend and colleague, Mr. Beckworth of Texas, and myself, are identical 
with the resolution that the Senator introduced in the Senate. In 
fact, I believe Mr. Beckworth will bear me out when I say that we 
took a copy of your resolution and introduced it in the House, and 
this is the resolution being considered this morning. 

Senator ConnaL.Ly. Nothing pleases me more than for the House to 
follow the action of the Senate which I have sponsored. 

Mr. Harris. If there has been any mistake made, of course, the 
gentleman from Texas can take credit for that, too. 

Senator ConNaALLy. That is always a way to have a good alibi if you 
feel you are going to need one. 

Mr. Wotverton. Of course, I can understand that these younger 
members of the committee are impressed with the Senator’s greatness; 
but, if they had had the opportunity of associating with him as long 
as I have on these oil matters, they could readily understand that any 
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words that they offer are very short of what could be said in favor of 
the Senator’s interest in anything that pertains to the welfare of oil. 

Mr. Harris. Not that IT would want to say anything, Mr. Chair- 
man, that would reflect at all; but, since it has come up, the record 
might be made straight. It is the identical resolution which this 
committee originally sponsored in 1935 and which has been in effect 
ever since. So, we compliment the gentleman from Texas as a distin- 
guished Senator in following the original recommendation of this 
committee, too. ; 

Mr. Wotverton. You do not want to overlook the fact, Mr. 
Harris, that what we did in 1935 was suggested by Senator Connally. 

Senator Connauxy. I thank the gentleman from New Jersey. It 
is always a pleasure to set an example which is followed by other 
distinguished and able Represetatives in the House. 

Mr. Chairman, we have with us, as I suggested a moment ago, the 
distinguished governor of my State. Prior to becoming lieutenant 
governor, and then governor, he was for many years in the legislative 
branch of the government of Texas. He has always taken a great 
interest in oil and its place in the economy of Texas. He has come a 
long way at a good deal of inconvenience to himself in order to be 
here today to speak in proposing the adoption by the committee of 
the resolutions that.are pending, or one of the resolutions. 

I take great pleasure in presenting to you the distinguished Governor 
of our State, the Honorable Allan Shivers. 

The CHarrMANn. Governor Shivers, we are glad to hear you. 


STATEMENT OF HON. ALLAN SHIVERS, GOVERNOR OF THE STATE 
OF TEXAS, AND CHAIRMAN, INTERSTATE OIL COMPACT 
COMMISSION 


Governor Suivers. Mr. Chairman and members of the committee: 
let me express my appreciation, both as Governor of Texas and as 
chairman of the Interstate Oil Compact Commission, for the privilege 
of being here before you for this hearing in consideration of this 
resolution. I have a prepared statement which I believe all of you 
have copies of, and which I would like to read for the record, with 
your permission. 

The CuarrmMan. Very well, sir. 

Governor Suivers. Gentlemen, this statement is made in support 
of House Joint Resolution 206, granting congressional authorization 
for the extension of the Interstate Oil Compact for 4 years. 

This compact has been in existence since 1935. Congress has 
authorized five extensions, the last for 4 years in 1947. 

The following 20 oil-producing States are now members of the 
Interstate Oil Compact Commission: Alabama, Arkansas, Colorado, 
Florida, Illinois, Indiana, Kansas, Kentucky, Louisiana, Michigan, 
Mississippi, Montana, New Mexico, New York, Ohio, Oklahoma, 
Pennsylvania, Tennessee, Texas, and West Virginia. 

Two States, Arizona and Georgia, are associate members, having 
no oil and gas production now but with good prospects thereof. Both 
States have already passed conservation laws. 

The purpose of the compact can best be summarized by quoting 
from the language of the compact itself. Article II states: 


The purpose of this compact is to conserve oil and gas by prevention of waste 
thereof from any cause. 
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Article VI sets forth that it is the duty of the commission— 
* * * to make inquiry and ascertain from time to time such methods, practices, 


circumstances, and conditions as may be disclosed for bringing about conser- 
vation and the prevention of physical waste of oil and gas— 


and to report— 
=.2 ~ its findings and recommendations to the several States for adoption or 
rejection. 

The need for the Interstate Oil Compact grew out of conditions 
that existed from 1920 to 1935 when, with the discovery of several 
large oil fields, waste of oil and gas became a grave national problem. 
In Texas and Oklahoma the situation became so acute that martial 
law had to be declared. 

Several congressional committees made studies, and one of these— 
the Cole committee of 1934—reported: 

We strongly urge upon the oil-producing States the adoption of State compacts 
to deal with the problems of production of petroleum with which individual 
States are powerless to cope. * * * A State compact * * * is the solution of 
those problems of petroleum production which cannot be solved with modifica- 
tion of the “law of capture” and other legislation operating within State bound- 
aries, 

In response to that recommendation and to the obvious need, the 
Interstate Oil Compact was drawn and the Interstate Oi] Compact 
Commission formed in 1935. 

That is the report of the committee to which Mr. Harris referred a 
few moments ago, and the adoption of it followed that report. 

In brief, the provisions of the compact, other than those already 
mentioned, are: 

1. That any oil-producing State may become a member. 

2. That each member State binds itself to enact, within a reason- 
able time, adequate conservation laws. 

3. That no State becomes financially obligated to any other State 
in joining the compact commission. 

I quote the exact language of article V: 

It is not the purpose of this compact to authorize the States joining herein to 
limit the production of oil or gas for the purpose of stabilizing or fixing the price 
thereof, or create or perpetuate monopoly, or to promote regimentation, but is 
limited to the purpose of conserving oil and gas and preventing the avoidable 
waste thereof within reasonable limits. 

This provision is being scrupulously observed by the Interstate Oil 
Compact Commission. 

The commission meets regularly three times a year. A typical 
meeting presents not only a formal program of papers and panels but 
in addition a number of committee meetings and other forums in which 
anyone interested in the subject of oil and gas conservation may 
participate. 

These meetings are of considerable value to the oil-producing 
States in that they bring together Governors, members of State 
regulatory bodies, representatives of Federal agencies, and representa- 
tives of industry for mutually interesting and constructive discussions. 

The commission has a headquarters office in Oklahoma City, with 
eight full-time employees, which handles all of the staff work. 

In accordance with the bylaws, standing committees have been 
appointed covering the various phases of conservation. At present 
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six committees are active, and their studies and reports are a vital 
part of the commission’s program. These committees are: 

Engineering: Keeps the commission informed as to the best and 
latest engineering and production methods for the orderly, nonwasteful 
production of oil and gas. 

Research and coordinating: Composed of engineers and geologists 
from the various State regulatory bodies; keeps the commission 
informed of State projects that may be of interest and benefit to all the 
members. 

Regulatory practices: Composed primarily of administrators from 
the various State regulatory bodies; makes reports on regulatory 
matters pertinent to proper administration of conservation laws. 

Legal: Keeps the commission advised on all legal problems affecting 
conservation of oil and gas and has prepared several model conserva- 
tion statutes. 

Public lands: Keeps the commission informed on oil and gas prob- 
lems as they affect public lands, both State and Federal. 

Secondary-recovery advisory committee: works through the sec- 
ondary-recovery division in the headquarters office in compiling, 
studying, and dispensing information on this most vital subject. 

In addition to the reports of these committees, many special pam- 
phlets and bulletins have been prepared and distributed by the head- 
quarters office, which has become a clearinghouse on oil- and gas- 
conservation techniques. An educational motion picture, Oil for 
Tomorrow, has been distributed since 1944 and has already been 
viewed by an estimated 2,000,000 people. The latest publication, 
by the engineering committee, is a 128-page book entitled ‘Oil and 
Gas Production,” an introductory guide to production techniques and 
conservation methods. 

These and all other commission activities are financed by voluntary 
contributions of the member States. Each State contributes as much 
or as little as it deems appropriate, and no payment is necessary in 
order to become a member. No outside contributions are accepted. 

Summarizing the accomplishments of the Interstate Oil Compact 
Commission, I would mention these: 

1. All member States have enacted comprehensive oil- and gas- 
conservation laws, or considerably improved their existing conserva- 
tion statutes and regulations. 

2. A vast amount of information has been compiled and exchanged, 
either through the headquarters office, by committees, or at general 
meetings, bearing upon the conservation of oil and gas. 

3. Valuable pioneer work has been done in the field of secondary 
recovery. 

4. The commission has contributed importantly to the great 
progress that has been made in the utilization of casinghead gas. 

5. The commission has become a convenient and effective ally of 
Congress and interested Federal agencies in the gathering of infor- 
mation and handling of problems connected with the defense effort, 
both in World War II and in the present emergency. 

6. The compact States have demonstrated a clear understanding 
of their responsibilities in the field of oil and gas conservation and a 
willingness to accept those responsibilities, while keeping uppermost 
in mind the public interest. 
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In view of these and other accomplishments of the Interstate Oil 
Compact Commission, I hope that Congress will approve this exten- 
sion of the compact in accordance with the provisions of article I, 
section 10 of the Constitution of the United States. 

Gentlemen, I have signed that both as Governor of Texas and as 
chairman of the Interstate Oil Compact Commission. 

The CuarrMan. Are there any questions, gentlemen? 

Mr. Hesettron. Mr. Chairman. 

The Cuarrman. Mr. Heselton. 

Mr. Hesevton. Governor, I assume you have acquaintance with 
the background of this particular legislation, and in particular are 
acquainted with the report of the Special Committee To Study 
Problems of Small Business in the Eightieth Congress? 

Governor Suivers. That is the Wherry report? 

Mr. Heseuton. Yes. 

Governor Suivers. Yes. 

Mr. Hesexton. There are some things in that report which raise 
questions in my mind that I would like to have you discuss; in par- 
ticular, the following language: 

The oil-control policies in effect in the United States consist of a series of State 
and Federal statutes, recommendations of committees made up of integrated-oil- 
company economists and recommendations as to market demand made by the 
Bureau of Mines of the Department of the Interior. No single item is in itself 
controlling. Taken together, they form a perfect pattern of monopolistic control 
over oil production, the distribution thereof among refiners and distributors, and 
ultimately the price paid by the public. 

Do you care to comment on that? 

Governor Suivers. In the first place, I do not agree with the con- 
clusion that is reached there. The Oil Compact Commission—cer- 
tainly in my acquaintance with it, and that goes back several years— 
has in my opinion had nothing at all to do with the setting of price or 
the control of price. In fact, it would not only be a violation of the 
provisions of the compact but, of course, of the laws of most of the 
States and of Federal laws. As a matter of fact, for a good many 
years we have studiously avoided anything in connection with price 
or monopoly or any of the other things that report goes into. 

Mr. Hese.ton. Do you recall the testimony of Mr. Foster before 
that committee? 

Governor Sutvers; No, sir: I do not believe I do. 

Mr. Hese.tron. He was then the secretary of the compact; is he 
still? 

Governor Suivers. Yes. 

Mr. Hesevton. He was asked this question: 


When you limit the market demand, do you affect price? 

He replied: 

Of course you affect price, if you must answer that question ‘‘Yes’”’ or ‘‘No.” 

Later he said: 

Any limitation, any saving affects price, of course. 

Is not that true that insofar as you limit the amount of any product 
that is going into the market you inevitably affect the price of that 
product? 


Governor Suivers. As a general statement, that is true of oil, as it 
would be of potatoes or beans or cattle. As a specific proposition 
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dealing with oil, as to the conservation laws of most of the States, at 
least the States that are members of the compact, price is an inci- 
dental result of conservation. 

Mr. Hesetton. If you were to apply engineering studies, would 
not, as a matter of fact, Texas be producing more oil today than they 
have? 

Governor Suivers. No, sir. As a matter of fact, I doubt if it 
would be producing quite as much. 

Mr. Hesevron. Has not there been considerable testimony that 
the Bureau of Mines has always or almost always underestimated the 
market demand? 

Governor Suivers. I remember on some occasions without refer- 
ence to dates when there has been an overestimate by the Bureau of 
Mines. 

Mr. Hesetron. As I recall the testimony, 8 out of 10 years the 
estimate by the Bureau of Mines has been an underestimate. 

Governor Sutvers. They have been over and under for a period of 
years, that is correct. With specific reference to Texas production, 
our production is based on an engineering formula or data which we 
refer to as MER, which is a maximum efficient rate of production 
based upon conservation and the abilities of the well to produce 
taking into consideration the life of the field and the maximum 
recovery over a period of years. At the present time, Texas is pro- 
ducing within about 340,000 to 350,000 barrels of its total available 
production. 

Mr. Hesetron. I notice in the April 1 issue of the Compact Com- 
ments a tabulation of daily average crude-oil production for all of 
the States that produce crude oil, and it seems quite consistently that 
the API figures are the highest, the Bureau of Mines slightly lower, 
and the State totals lower than that. It is my recollection that that 
sort of situation has existed for a number of years. In fact, ever since 
the compact was put into operation. 

Governor Sutvers. I think I might explain to you that in this way, 
Mr. Heselton: The figures given out probably by the API—I do not 
know the dates of those. 

Mr. Hesetron. That is for January. 

Governor Sutvers. Of this year? 

Mr. Hesevron. Yes. 

Governor Sutvers. It very often happens that the API will make 
its estimate, and many other agencies and publications make esti- 
mates. The Bureau of Mines makes an estimate. Getting back to 
Texas because that is the one I am most familiar with, our railroad 
commission is a regulatory body. At a monthly hearing, it sets the 
allowable production for the ensuing 30 days, or the next month. A 
good many wells that have been in production for a considerable 
length of time may have an allowable set, just using the figure of 40 
barrels for a particular well. Because of the reservoir conditions, the 
engineering and geological conditions, that well may not be able to 
make its 40 barrels per day. It may only make 30. You take the 
number of wells in the State of Texas under production because of 
those conditions, and that will affect the figures there you are talking 
about on the actual production. 

Mr. Hesevton. Before that same committee, Mr. Jones, who I 
believe did some business in Texas, made this statement: 
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Proration is another one of those instrumentalities of monopoly, and proration 
in this country has placed a tremendous premium upon the drilling of new wells. 

Governor Suivers. What Jones is that? 

Mr. Hesevtron. Mr. J. Edward Jones. 

Governor Suivers. In my opinion, proration has not placed a 
premium on production or the drilling of wells at all. As a matter of 
fact, if the producers in Texas could get the pipe right now, you 
would probably have 8 or 10 times as much drilling as you have. 
That is the only thing slowing it down right now. 

Mr. Heseuron. Governor, I assume you have other minerals in 
Texas, and I assume you have timber. 

Governor Suivers. Yes, sir. 

Mr. Hesevtron. Will you explain why a mineral that cannot be 
replaced or an item like timber, which cannot be replaced, should not 
be placed under the same type of restriction if the theory of the allow- 
able is to apply to petroleum? 

Governor Suivers. The timber resources of the State of Texas, for 
instance—and I grew up in the timber belt of Texas, and I am prob- 
ably a little more familiar with that than oil—have been depleted in 
years gone past. 1 think the depletion of the timber reserves in Texas 
through a lack of conservation practices probably contributed to the 
desire of Texas to have conservation of its oil and gas when it came into 
abundance. 

Mr. Hese.tron. Would you advocate the extension of this kind of 
policy to the production of timber? 

Governor Suivers. I think if we had an adequate program of 
conservation of timber resources in Texas, it would be one of the 
finest things for timber and the timber industry in the State that 
could be had. 

Mr. Hese.ron. Has it ever been advocated in Texas? 

Governor Suivers. It has been discussed. As a matter of fact 
now, and for the last several years, there has been almost a voluntary 
conservation practice in the A. and M. College and Texas Forestry 
Service, mostly through education and the fact that most of the re- 
serves have been depleted. 

Mr. Heseiron. Why could not the same policy apply to the pro- 
duction of oil? 

Mr. Harris. Mr. Chairman, I ask unanimous consent that the 
gentleman proceed for an additional 5 minutes. 

Mr. Hesevton. I am almost through. 

Mr. Harris. I ask unanimous consent that the gentleman proceed 
for an additional 5 minutes. 

Mr. Heseiton. I will not take the 5 minutes, but I would like to 
have the Governor’s statement as to why this principle should not be 
applied to other irreplaceable items such as timber or any kind of 
mineral that is extracted. 

Governor Suivers. I think it could if you could get the same 
amount of cooperation. 

Mr. Heseutron. I thought you said that you have had success in 
Texas in terms of an educational program as far as timber is concerned. 
Why could not you get the same results as far as oil is concerned? 

Governor Suivers. The timber program only resulted after a 
depletion of the resource. Timber is a replaceable resource as you 
understand, as distinguished from oil. 
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Mr. Hesevton. Surely it is replaceable, but it takes a great many 
years to replace it. 

Governor Suivers. About 25; yes, sir. 

Mr. Hesetron. As far as minerals are concerned, they are not 
replaceable. 

Governor Suivers. That is right. 

Mr. Hesetron. Do you have any such program in Texas with 
regard to any other minerals? 

Governor Suivers. No, sir; we do not. 

Mr. Hesettron. Do you think such a program should be extended 
through this country in regard to minerals? 

Governor Suivers. I think there should be a conservation program 
either by law or otherwise on any irreplaceable resource that is of the 
value that oil and gas are to the States and to the Nation. 

Mr. Hesetton. Do you think there is a distinction between a true 
conservation program based on engineering knowledge, and such a 
program as the one that exists now which does take into account 
somewhat the estimate of market demand and consequently does 
have, and must have, an effect on the price to the consumer? 

Governor Saivers. I think if you combine all of the elements and 
arrive at what is generally considered, as we do under the conservation 
laws of Texas, and most of the member States, a conservation program 
based on engineering data upon geology and geophysics and produce 
it with that; if price is the incidental result, I see no harm in it. 

Mr. Hesevron. But you do not contend that the existing program 
divorces itself somewhat from the estimate of market demand and a 
desire to keep at least a little below that level? 

Governor Suivers. Most of the time, especially in the past few 
years, we have been called upon to produce more and more oil, not less. 

Mr. Hesetron. Your estimates have always been higher than the 
total annual amount of the State’s allowables, is not that right? 

Governor Surivers. On several occasions our regulatory body in 
Texas has set the allowable at a higher figure than the Bureau of 
Mines or all of the available figures. Many times the production 
does not meet that, as you pointed out a few moments ago. 

Mr. Hesetron. It is true, is it not, Governor, that the general ex- 
perience under the compact has been that the States have set up 
allowables that are less than the market estimates for demand? 

Governor Suivers. I do not think that has always been true. 

Mr. Hesevron. Could you furnish us with any exact figures show- 
ing when the aggregate of the States’ allowables had exceeded the 
estimates of demand? 

Governor Suivers. I do not know that I can, but I will be glad to 
furnish such figures as are available. 

Mr. Hesetton. I wish you would. 

Governor Suivers. I would be glad to. 

(The information is as follows:) 


ExecutTivE DEPARTMENT, 
Austin, Tex., June 26, 1951. 


Hon. Rosert Crosser, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D. C. 
Dear Sir: When I testified before your committee on June 11 in behalf of 
the Beckworth and Harris resolutions to authorize extension of the interstate 
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oil compact, certain figures were requested to which I did not have access at the 
time. The committee graciously granted permission for me to file these figures 
at a later date. 

One question concerned the relationship between market demand for crude 
oil, as forecast by the Bureau of Mines, and the production allowables set by 
the regulatory bodies of the various States. Again, as at the hearing, I wish to 
stress that the Interstate Oil Compact Commission has nothing to do with the 
setting of allowables, based on market demand or any other factors. Some of 
the member States do, and some do not. I have not been able to turn up reliable 
figures that would compare Bureau of Mines estimates with State allowables for 
all the compact States. 

The State of Texas, as the largest producer of oil among Commission members, 
does have these figures covering the period from 1935 (when the Interstate Oil 
Compact Commission was established) through 1950. Both monthly and vearly 
totals are available, and I am enclosing two copies of the detailed report for the 
committee’s files. This report was prepared by Mr. Jack Baumel, chief engineer 
for the Texas Railroad Commission. 

The yearly totals are submitted separately, attached to this letter as table A. 
A few comments might be in order, as some members of the committee seemed 
to be under the impression that State allowables customariiv are set at a figure 
lower than the Bureau of Mines estimate of market demand. The Texas record 
for the last 16 years shows that the reverse is true: In 12 of the 16 vears the 
Texas allowables were higher than the Bureau of Mines market demand esti- 
mates (or Petroleum Administration for War recommendations which prevailed 
in 1942-46). 

The figures on Texas production do not inelude the production of liquid hydro- 
carbons from gas wells, which production increased from fewer than 33,000,000 
barrels in 1940 to more than 115,000,000 in 1950: The yearly figures are pre- 
sented as table B. 

During the period covered, the number of producing oil wells in Texas increased 
from 52,570 in January 1935 to 123,271 in December 1950. 

Hoping that these figures will be of some interest and benefit to the committee, 
and with gratitude for your many courtesies, I am 

Respectfully vours, 
ALLAN SHIVERs, 
Governor of Texas, 
Chairman, Interstate Oil Compact Commission. 
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1935_. P —_ elie ‘ ee 377, 676, 500 386, 109, 983 375, 617, 368 
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1 Preliminary figures. 


Mr. Hesevron. One final question. As I understand it, then, on 
the compact commission, you have an advisory committee. 

Governor Suivers. We have a secondary recovery advisory com- 
mittee. 

Mr. Heseiron. You have what is known as an official observer. 
The Minister of Lands and Mines of Alberta is identified with the 
commission as an official observer? 

Governor Sutvers. From Alberta? 

Mr. Heseiton. Yes. 

Governor Suivers. Alberta and Saskatchewan both have had 
people at most of the meetings; so has the Bureau of Mines, and the 
Department of Interior and the Army and Navy. 

Mr. Hesevron. I can understand why you would have the Minister 
of Mines from Alberta or Saskatchewan, but have you ever given 
consideration to asking the Governments of Mexico and Venezuela 
to send somebody to cover the over-all hemisphere picture? 

Governor Suivers. Yes. We have had on several occasions rep- 
resentatives from Mexico attend the hearings. I do not recall which 
one, but within the last year or year and a half there was one from 
one or more of the South American countries. I would be happy to 
have any of them visit at any time. As a matter of fact, we are just 
glad to have them in Texas at any time. 

Mr. Hesevton. Thank you, Mr. Chairman. 

The CuarrmMan. Mr. Beckworth. 

Mr. Beckwortu. Governor, I certainly as a Texan commend you 
on the good statement you have made here. We are all aware that 
there is no State more interested in wise conservation practices than 
Texas, because of its major part in the production. Certainly we 
are aware, too, that the Department of Interior, the Federal Power 
Commission, the Defense Departments are also interested in conser- 
vation, because they recognize the need of adequate oil and gas for 
our Nation as a whole. It is not a fact that they have felt that this 
interstate compact has been very conducive to conservation of these 
resources and have endorsed the extension of the proposal? 

Governor Suivers. Yes, that is true, Mr. Beckworth. Mr. Chap- 
man, Secretary of the Interior, has given a letter of endorsement 
asking Congress to extend it. So has the Department of Defense, 
and Mr. Wallgren, the Chairman of the Federal Power Commission. 
There is a letter in the files and I hope those will be introduced. 

The CuHarrMAN. Yes; they will be included. 

Governor Sutvers. There is a letter in there from the Justice 
Department. As a matter of fact, the compact originated with this 
Congress. 

Mr. Becxworrtnu. I was interested in what you said about price 
awhile ago. Having been as close to the matter as you have, even 
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back in the days when there was a great agitation, that is during the 
OPA period, to increase the price of petroleum and even at a time 
when the Congress was undertaking to legislate on the problem, as I 
recall it, the compact representatives made no recommendations? 

Governor Sutvers. They did not make any. 

Mr. Beckwortu. That certainly was an issue before the Congress 
and the people of the country for a long period of time. 

Governor Suivers. Very vital one and very vocal one, as a matter 
of fact. 

Mr. Becxwortu. That is all, Mr. Chairman. 

The Cuarrman. Mr. Hale. 

Mr. Hare. Governor, I would like to ask you what in your opinion 
would be the practical effect of Congress refusing to take action on 
this resolution at the present session, or taking adverse action. 

Governor Suivers. Mr. Hale, that would be a very difficuit ques- 
tion to answer. I think we might come out with something that is 
generally referred to as organized confusion. 

Mr. Hate. Would not you go into a little more detail than that? 

Governor Survers. The compact has allowed the 20 States which 
are members, and some of the others, to cooperatively adjust these 
problems which are mutual problems, actually to exchange informa- 
tion and ideas. It has worked well, exceedingly well, in our opinion, 
and to suddenly do away with it—I would hesitate to say what confu- 
sion might result or what vou might do to a resource that is so neces- 
sary, so needed here in time of war. 

Take World War 11: The demand was made for increased produc- 
tion because of the war effort, and the industry met it. The compact, 
1 think, contributed greatly to the possibility and to the ability of 
the producing States to meet that. In my opinion, one of the best 
arguments for continuing the compact is the fact that through what 
we call secondary recovery—you understand the term “secondary 
recovery’’? 

Mr. Haute. Secondary recovery. You had better go into that. 

Governor Suivers. Back in the days before we had conservation 
laws, in some of the fields that were produced, they just opened the 
valve and let is flow all it would. Those fields quit producing because 
no conservation practice, no engineering practice was followed in the 
production. Engineers and geologists, and the people who are able 
to, designed methods of going back into those structures. Through 
the work of the compact—we have maintained a central office on 
that in the compact office in Oklahoma City, and have had com- 
mittee hearings on it, and technical people have come to the meeting 
with information, and through that we have been able to open up a 
good many of those fields, and to extend the life of other fields so 
that the United States could continue to produce oil that would other- 
wise have laid at waste inside of the ground and never been recovered. 

Mr. Hae. Even without the compact, it would be possible for the 
several States to confer together about conservation practices? 

Governor Shivers. Yes, sir. It would of course be possible. But 
the compact came about as a result of the absence of that. Since the 
compact has been in existence—and it came into existence as a result 
of a recommendation of the congressional committee; the Congress 
authorized the States to enter into the compact as provided by the 
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Constitution of the United States—that conferring and exchanging 
of ideas has resulted in the program of conservation that has in turn 
resulted in the possible recovery of millions and millions of barrels 
of oil. 

Mr. Hae. You say that the Department of Justice has given its 
specific blessing to this compact? 

Governor Suivers. No, sir. I said that they had written a letter 
in reply, and if you would like, I would be glad to read you that 
letter. The letter was written to Senator McCarran of the Senate 
Committee on the Judiciary. 

Mr. Hauer. Is that letter in our record? 

Governor Suivers. I assume it will be entered in the record. 

Mr. Wotverron. Will the gentleman yield? 

Mr. Hate. Yes. 

Mr. Wotverton. The letter to which Governor Shivers referred is 
a letter to Senator McCarran. However, we do have a letter of 
April 25, addressed to the chairman of our own committee, Mr. 
Crosser, signed by Peyton Ford, in which, after making some general 
observations with respect to the compact existing and the possible 
extension of it, makes this statement: 

Whether the joint resolution should be enacted involves a question of policy 
concerning which this Department prefers not to make any recommendation. 

Now, the witness is testifying with reference to a letter ‘addressed 
to Senator McCarran. Is there any difference between the two in 
the expression of the Department? 

Governor Surtvers. No, sir. May I read you the sentence just 
before the one which you read. I hope this is in your letter also. 
I think they must be copies because the exact wording is in this 
letter. This is Mr. Ford’s letter: 

The compact has been considered generally as a necessary arrangement among 
the oil-producing States to conserve the Nation’s crude oil reserves. 

Mr. Wotverrton. That is true, and that statement is followed by 
the one which I read. 

Governor Sutvers. Yes, sir. He said it is a matter of policy which 
is not for them to determine. 

Mr. Have. At least in your opinion, Governor, this compact is 
not a violation of the antitrust law? 

Governor SHivers. No, sir. 

Mr. Hate. And the Department of Justice has never contended 
that it was? 

Governor Suivers. As far as I know, it has not. We will be glad 
to furnish them any information they want about it. 

The CHarrmMan. Mr. Rogers. 

Mr. Rocers. Governor, there is one question I want to ask along 
the line of the questions of Mr. Heselton. You say the purpose of 
this compact is conservation and prevention of waste. I wonder if 
there would be any objection to adding to this timberlands or timber 
and minerals? 

Governor Sutvers. I do not think there would be any objection. 

Mr. Rocers. That is right. It is to conserve and also to prevent. 

Governor Suivers. As far as Texas is concerned, the only timber 
reserves we have left—and Mr. Beckworth and I live in that area— 
are areas owned by the large companies where they have practiced 
conservation. The other areas are depleted. 
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I would like to compliment the Congress on letting the States have 
these compact ideas and to be able to work through compacts. Texas 
is a member of a marine fisheries compact, in addition to the oil 
compact. There are one or two others in which we participate. 
They work fine, especially where there is the mutual interest that 
there is in the oil compact. I think one for timber would be excel- 
lent. 

Mr. Rogers. You say you and Mr. Beckworth come from the 
same area. 

Governor Suivers. Same general area; what we call east Texas. 

Mr. Harris. Governor, it would be rather impractical however, 
in view of the differences and problems involved in the oil industry, 
and the timber industry, to try to set up a compact in the timber 
industry for conservation practices under this particular resolution? 

Governor Suivers. Yes. I thought Mr. Rogers was suggesting 
a compact for the conservation of timber. 

Mr. Rogers. That is right. 

Governor Sutvers. We could not do it under the oil compact. 
We would be happy to do it under the timber compact. 

Mr. Harris. | wanted to bring out the impracticability of adding 
it to the oil compact. 

Mr. Hesevron. Is the reason for the impracticability of that 
because there are a relatively small number of integrated oil companies 
which dominate the oil picture, whereas in the timber picture there 
are literally thousands of producers of timber and consequently you 
have in the timber picture a truly competitive situation which 
redounds to the benefit of the consumer, whereas in the oil picture 
you have without the slightest question something that borders on 
monopoly, and leads in my opinion to the Department of Justice 
filing such an evasive report, refusing to state whether or not in 
their opinion there is a monopolistic situation involved in this 
resolution? 

Governor Suivers. As a matter of fact, Mr. Heselton, I think 

probably the Independent Producers Association in Texas has more 
influence than any other. There are a lot more of them. I will say 
this, that everybody else is trying to get into the business. So there 
is not any monopoly. The number of people in the oil business, the 
little people in it, is increasing every day. 
*¥Mr. Hese.tton. Have you ever been able to work out in your own 
mind, Governor, why it is that if we have a traffic circle in one of our 
cities with about five stations all around it, they post prices that are 
identical even to the tenth of a cent? 

Governor Suivers. I think it is the same reason that the grocery 
stores in the same locality would do that. They set prices on sugar and 
butter. 

Mr. Hese.ton. Except in a price war I have yet to see any filling 
station that fails to post the same prices that the neighbor posts. 

Governor Sxivers. The price on anything must be competitive, 
whether it is oil or sugar or butter. 

The CuarrmMan. Mr. Wolverton. 

Mr. Wotverron. That is generally the case, but at the present 
time in the locality in which I live there is a price war on. I noticed 
this morning when I bought gas here in Washington, the high grade, 
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I paid 27.7, I think, whereas in New Jersey I can get it for 21 something. 
That contest is still going on, and I hope it continues. 

Governor Suivers. We could join with you in a lot of these things. 
Mr. Wolverton. 

Mr. Harris. Governor, what is the production of oil per day, that 
is, barrels, in the State of Texas? 

Governor Surivers. Right close to 3 million barrels. It is just a 
fraction under. 

Mr. Harris. What was the production per day, if you recall, in 
Texas in 1935? 

Governor Suivers. I do not have those figures exactly, Mr. Harris, 
but it is probably over a million barrels, say between a million and a 
million and a half barrels. 

Mr. Harris. It was probably not half of the production that you 
have today, at any rate. 

Governor Survers. My guess is that it would be considerably less 
than half as of that time. 

Mr. Harris. What are the known reserves of oil in Texas as of 
today? 

Governor Survers. The producing capacity in excess of present 
production is only about 10 percent. Known reserves, [ believe, are 
approximately 12 billion barrels. 

Mr. Harris. Twelve billion barrels known reserve today? 

Governor Suivers. If I might explain that, Mr. Harris, that is 
based upon the engineering data that is also used in present produc- 
ing practices. If you open flush production, you would not recover 
the 12 billion barrels. 

Mr. Harris. I appreciate that. Under the best conservation 
practices, it is estimated today that ultimately you would recover 
12 billion barrels. 

Governor Suivers. Yes, sir. 

Mr. Harris. What was the estimate of the known reserves that 
could be recovered in 1935 in the State of ‘Texas? 

Governor Suatvers. Four billion. 

Mr. Harris. In other words, you had 4 billion reserves in 1935 
prior to the compact agreement authorized by Congress and what 
you have today. You have over double the production per day in 
Texas under conservation practices than what you had in 1935. Is 
that a fair statement? 

Governor Suivers. That is correct, sir. 

Mr. Harris. Now, do you have the information as to the recover- 
able oil under the pools of 1935 to this date, and the estimate of the 
known reserves still in those pools? I know that is a pretty big 
question, but I think it is a very important one, if we can get an 
answer for the record. 

Governor Sutvers. I do not have those exact figures, Mr. Harris. 
Let me furnish them to the committee, Mr. Chairman. 

The CHatrMan. Very well. 

(The information referred to follows:) 
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A 16-year history of Texas crude oil production—Continued 
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98, 596 62, 530, 574 58, 162, 813 62, 558, 000 | 4, 273, 257 

Su SD 627, 383, 647 587, 436, 107 624, 621, 800 | 5, 588, 749 
98, 493 63, 269, 515 58, 170, 589 62, 558, 000 | 4, 212, 004 

98, 637 59, 800, 352 55, 042, 567 58, 522, 000 | 4, 136, 792 

98, 638 62, 105, 375 57, 792, 508 60, 915, 000 | 4, 556, 814 
98, 690 62, 355, 640 57, 787, 274 61, 290, 000 4, 311, 690 

98, 980 67, 513, 394 62, 325, 793 65, 193, 000 | 4, 506, 067 

98, 893 66, 272, 815 60, 951, 116 65, 130, 000 | 4, 400, 640 

98, 918 69, 224, 984 63, 753, 355 | 68, 324, 000 4, 505, 664 

97, 432 71, 150, 568 65, 369, 263 | 69, 347, 000 | 4, 554, 458 
99, 358 70, 436, 906 64, 484, 608 69. 090, 000 | 4, 499, 400 

99, 604 72, 124, 042 , 029, 064 70, 618, 000 | 4, 807, 945 
99, 477 69, 192, 513 63, 995, 163 68, 340, 000 4, 800, 390 
99, 746 71, 100, 568 65, 425, 007 70, 618, 000 | 4, 947, O11 
ee Se 804, 546, 672 741, 126, 397 789, 945, 000 | 54, 238, 965 
99, 523 71, 890, 840 | 66, 257, 891 70, 494, 000 | 5, 031, 734 
99, 592 64, 056, 003 59, 911, 205 64, 120, 000 | 4, 630, 220 
99; 900 72, 003, 020 66, 973, 383 71,796,000 | 5, 088, 216 
99, 972 69, 673, 492 64, 497, 738 | 69, 900, 000 | 4, 833, 450 
100, 312 72, 540, 293 | 67, 009, 874 72, 292, 000 | 5, 138, 529 
100, 431 69, 091, 939 64, 566, 437 69, 990, 000 | 4, 977, 000 
100; 273 70,000,075 | 67,695,017 | 72,323, 000 | 5, 138,005 
100, 512 73, 611, 063 | 67, 767, 084 73, 036, 000 | 5, 022, 186 
100, 648 60, 141, 858 | 55, 699, 403 70, 980, 000 4, 639, 410 
100, 876 56, 302, 477 53, 451, 688 63, 054, 000 4, 986, 815 
101, 023 61, 433, 283 57, 551, 412 59, 700, 000 5, 043, 210 
110, 225 64, 219, 872 | 59, 663, 922 60. 140, 000 | 5, 314, 826 
804,964,215 | 751,045, 143 817, 825, 000 | 50, 843, 691 
| j 

00,986 | 68, 104,088 | 62,849,537 | 55, 025, 000 | 5, 435, 509 
101, 237 | 63, 077, 543 | 58, 549, 748 | 52, 920, 000 4, 976, 104 
101, 733 59, 368, 156 | 56, 043, 181 | 55, 490, 000 5, 297, 156 
101, 903 | 65, 209, 381 | 60, 747, 945 | 62, 400, 000 5, 200, 380 
101, 896 70, 608, 243 | 65, 242, 072 | 63, 550, 000 5, 555, 355 
102, 170 | 72, 633, 832 | 66, 575, 279 61, 500, 000 | 5, 255, 130 
102, 261 | 75, 027, 278 | 68, 402, 948 65, 410, 000 | 5, 358, 722 
102, 408 71, 213, 935 65, 468, 653 65, 720, 000 5, 591, 470 
102, 626 | 67, 818, 961 | 62, 573, 161 63, 600, 000 | 5, 429, 910 
103, 181 | 68, 086, 670 | 63, 655, 897 65, 720, 000 5, 685, 493 
102, 805 | 68, 615, 610 | 63, 453, 356 62, 700, 000 5, 542, 230 
103, 109 67,373,265 | 62,338,194 | 63, 550, 000 | 5, 868, 672 

Be sccte : 817, 136, 962 755,899,971 | 737, 585, 000 65, 196, 131 
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! Preliminary figure. 


Governor Suivers. Let me give you this information which might 


be perti 


nent. 


Mr. Harris. When? 


Governor Suivers. Into real production about 1932, or 1933. 


However, when the East Texas field first came in—— 


It 


was estimated then that it would produce a billion and a half barrels. 
It has already produced over 5 billion. 


Let me correct that. 


The 
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estimate now of the recovery will be 5 billion as compared with an 
estimate when it came in at a billion and a half. 

Mr. Harris. Can you tell us how much the East Texas Field has 
produced since it came in in 1932? 

Governor Suivers. Something over 2 billion. 

Mr. Harris. Approximately 2 billion? 

Governor Sutvers. Something over that; possibly 235. 

Mr. Harris. When did the conservation practices go into effect in 
Texas? 

Governor SHivers. 1933 or 1934. 

Mr. Harris. In what field in Texas have you had the greatest waste 
and depletion during the history of the oil industry? 

Governor Suivers. In the Salt Dome fields that were discovered 
prior to conservation. 

Mr. Harris. What area in Texas is that? 

Governor Survers. On the Gulf Coast. 

Mr. Harris. Have you had extensive depletion of the East Texas 
field, since we are talking about that? 

Governor Sutvers. No; not since the conservation statute. 

Mr. Harris. | am talking about since it was discovered. 

Governor Suivers. There was at the opening of the East Texas 
field a great waste. 

Mr. Harris. In fact, the East Texas field came in in 1932, and 
you have been in conservation practices beginning in 1935. 

Governor Suivers. Yes, sir. 

Mr. Harris. And during conservation practices, during most of 
the history of that field, you have already recovered two billion 
barrels, and instead of the one and a half billion to start with, you 
will ultimately get five billion? 

Governor Suivers. It is estimated at five, and will probably get 
more. 

Mr. Harris. Can you give us your opinion as to whether or not 
this additional recovery is principally due or largely due to the con- 
servation practices that have been in effect under the oil compact 
agreement? 

Governor Sutvers. In my opinion that is certainly correct, Mr. 
Harris. 

Mr. Harris. Something has been mentioned about how the price 
might be affected by the compact agreement. You quoted the pro- 
vision of the resolution itself which specifically provides that the 
question of price is not authorized at all under any consideration 
under the compact agreement. What is the price of oil per barrel now? 

Governor Suivers. Approximately on an average $2.65. It varies 
with gravity. 

Mr. Harris. What is considered the average or normal price of oil 
under the price index that is generally accepted in this country? 

Governor Suivers. | have been informed that it is about 30 percent 
below the commodity index. 

Mr. Harris. And what would that be per barrel? 

Governor Sutvers. It would be around 3's. 

Mr. Harris. The commodity index would be around 314? 

Governor Sutvers. Yes, sir. 

Mr. Harris. And yet the price of oil is $2.65? 

Governor Suatvers. That is right. 
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Mr. Harris. In other words, that is the comparable difference as 
we have it here with other commodities under the price index of this 
country? 

Governor SHivers. Yes, sir. 

Mr. Harris. That is all, Mr. Chairman. 

The CuarrMan. Mr. O’Hara. 

Mr. O’Hara. Governor, I presume it is true that the two resolutions 
before us, House Joint Resolutions 206 and 211, are identical, are 
they not? 

Mr. Beckwortu. They are, Mr. O’Hara. 

Mr. O’Hara. Thank you, Mr. Beckworrtn. 

Governor, does this include gas as well as oil? 

Governor Suivers. Yes, sir, it does. 

Mr. O’Hara. Governor, in the light of the letter of the Justice 
Department which evades any responsibility one way or another as 
to the question of its approval or disapproval, in my opinion, what is 
the attitude of the administration toward this resolution, do you 
know? 

yovernor Surivers. I can only quote you a letter from Mr. Chap- 
man, the Secretary of the Interior. 

Mr. O’Hara. I have not seen the letter. I would be happy to have 
you quote that portion of it that you think is important. 

Governor Suivers. The Department of Interior recommends the 
enactment of this proposed joint resolution, and it goes on to discuss 
why. He also concludes with this sentence: 

The Bureau of the Budget has advised me that there is no objection to the 
submission of this report to your committee. 

Mr. O’Hara. I had in mind the so-called Kerr gas bill, which I 
supported, and from which I still suffer bruises and wounds. 

Governor Suivers. I have some of the same. 

Mr. O’Hara. Governor, seriously, is the situation one which the 
renewal of this compact authority by the Congress is necessary to 
avoid possible prosecutions by the Justice Department? Is that a 
concern which you have in the matter? 

Governor Sxuivers. No, sir. As far as I am concerned, we are not 
worried about any prosecution. We do not think we have violated 
any laws. 

Mr. O’Hara. I am just wondering what the Justice Department 
attitude is. 

Governor Surivers. I understand their opinion would control, but 
according to Mr. Ford’s letter, which is written to Senator McCarran, 
and I believe the same letter was written to the chairman here, it 
gives no indication of that. I assume he would not write that kind 
of a letter if he had any intent of prosecuting us. 

Mr. O'Hara. I do not know; strange things happen in Washington. 

Governor, let me ask you this question: The body which controls 
your utilities and commodities, such as oil and gas, is called what? 

Governor Suivers. The Texas Railroad Commission. 

Mr. O’Hara. Is there anything in the compact which prevents the 
control by that commission—I am speaking now of the railroad 
commission—or is there anything that substitutes the authority of 
your Texas Railroad Commission to this compact, or is the determina- 
tion made as to how much shall be done or how much oil or gas _ will 
be produced, still made by the Texas Railroad Commission? 
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Governor Survers. Yes. It would always be. It has always been 
with the Texas Railroad Commission, and the compact does not even 
suggest to the Texas Railroad Commission how much or how little 
to produce. 

Mr. O’Hara. And that would apply to the corresponding commis- 
sions of the other States involved? 

Governor Suivers. Very definitely. 

Mr. O’Hara. Then what is the importance, Governor, of the neces- 
sity of this compact? 

Governor Suivers. It allows the States that are oil-producing 
States under the compact which the Constitution of the United 
States suggests to work out those problems which are mutual to 
those States in the conservation of oil and gas and to hold these 
meetings which we hold three times a year, getting together to ex- 
change our ideas through the legal, engineering and other committees, 
When oil is discovered in an additional State, for instance, if that, 
State wishes information on conservation, we furnish it and act as 
a clearinghouse. Any State is welcome. No one is forced to become 
a member or to stay a member, or if they do become a member they 
are not forced to contribute to the support of it. It is really a clearing- 
house and sort of a cooperative agreement. 

Mr. O'Hara. Does the Texas Railroad Commission determine what 
oil and gas shall be produced based upon the information as to what 
is produced in the other oil- and gas-producing States, and what is 
also imported into this country? 

Governor Suivers. No, sir. I do not think they base their produc- 
tion in Texas on what is produced in any other State, or what is im- 
ported. They base it mainly on what the ability of the producing 
fields will stand when the best conservation practices are considered. 
Many times in the past we have had a lot of complaint because of 
excessive imports and then conditions change, and they say, ‘‘Let us 
import some more: our wells cannot stand to produce what is being 
demanded.”’ Those situations vary from year to year, depending 
upon whether we do or do not have war. I do not think the produc- 
tion, say, in Arkansas or Louisiana, has much bearing upon what is 
produced in Texas. 

Mr. Hesevron. Would you yield for a question? 

Mr. O’Hara. Yes. 

Mr. Hesevron. Having in mind the conservation feature that has 
been emphasized throughout the hearing, has the Interstate Compact 
Commission ever taken the position that the tariff on imported oil 
shouid be eliminated, and that more imported oil should come in in 
order to conserve the oil we have in this country? 

Governor Sutvers. No, sir. If it bas, it 1s before my connection 
with it. I do not think it ever has. As far as I know, it has not. 

Mr. O’Hara. That is all, Mr. Chairman. 

The Cuarrman. Mr. Thornberry. 

Mr. THornrerry. Governor Shivers, going through the history of 
conservation of oil and gas resources of our country, awhile ago a 
a question was asked about the price of gas. Is it not a matter of 
fact that even before and during the depression, even when the East 
Texas tield came in full production, the price of gasoline was the 
same? We heard complaints that the price of gasoline was the same 
and it bad nothing to do with whether we had conservation practices 
or not? R 


. 
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Governor Suivers. Apparently it never has, Mr. Thornberry. 

Mr. THornrerry. You referred a minute ago to the utter confusion 
if Congress did not pass legislation enabling the States to try to 
handle this problem. Is it not a matter of fact that before we had the 
Interstate Compact Commission there was a great demand because 
the demand of the gas industry led the Government to feel it ought 
to take over the control and regulation of conservation practices, and 
this is just an effort on the part of the States to try to handle that 
problem: and keep the oil and gas industry from out of the Federal 
control? 

Governor Suivers. At the time the compact was organized, Mr. 
Thornberry, there was both in Congress and the States and industry, 
or with anyone who has an interest in the prservation of this, a desire 
of some type of conservation. The Congress authorized this as a 
result of the Cole committee study. The States have gone into it in 
good faith, and we think they have done an excellent job under the 
compact. I can also mention, incidentally, we do not think the 
Federal Government ought to get into it as long as we are doing the 
good job we are. 

Mr. Toornserry. I think that is correct. 

Let me ask you this question: Assuming all the arguments that are 
offered, that engaging in sound and sane conservation practice in the 
oil industry does have a bearing on the price, is it not a fact that if we 
do not engage in the sane and sound conservation practices in the 
oil and gas “industry, which are contemplated by the cooperative 
efforts discussed by you under the Interstate Compact Commission, 
that it might possibly result that we would have an utter waste 
of oil and gas resources, not only for the people who live here, but 
for future generations? It is essential that we, if we are going to 
conserve oil and gas resources in this country, have to have some 
kind of a sane and sound conservation practice. 

Governor Suivers. | think it is more important today than 
ever before. 

Mr. THornserry. That is all. 

The CHarrmMan. Mr. Wolverton. 

Mr. Wotverton. Does your commission, and I refer to the 
compact group, in determining the amount of oil to be produced, 
take into consideration foreign ‘demands as well as domestic? 

Governor Suivers. Those things are always available, Mr. Wol- 
verton, through a good many agencies, but actually as far as the 
practice goes in Texas, and | speak only for Texas, although I think 
it is true in all the other States, we do not consider in setting the 
Texas production whether Louisiana or Arkansas or some other 
State produces 10 barrels more or less. The compact itself does not 
tell a State at what to set its own production. The State handles 
that itself and not through the compact. 

Mr. Wotverton. That does not quite answer the question that I 
have in mind. I ask again, do you fix your rate of production based 
upon domestic demand plus foreign demand, or is it limited to domestic 
demand? 

Governor SHivers. You are talking about the State of Texas or 
the compact commission? 

Mr. Wotverron. | am speaking of the oil compact commission. 
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Governor Sutvers. No, sir; we have nothing to do with the 
setting of production. 

Mr. Wotverron. The several States do have? 

Governor Survers. Yes, sir. 

Mr. Wotverton. Does the Texas Railroad Commission take 
that into consideration? 

Governor Suivers. Texas has what is called a market-demand law, 
which takes into consideration a great number of factors, including 
waste and demand. 

Mr. Wotvertron. Does demand include foreign demand as well 
as domestic? 

Governor Suivers. It would include, I think, every conceivable 
source. 

Mr. Wotverron. Does it or should it? 

Governor Suivers. I| think both. 

Mr. Wotverton. So that under the present situation that exists 
with respect to the foreign oil situation, that will be taken into con- 
sideration by your railroad commission. 

Governor Sutvers. At the present time it is not being because 
of the great demand, but in normal times under the Texas market- 
demand statute—you understand this has nothing to do with the 
compact commission, because that commission does not deal with 
that at all—but the State of Texas has a market-demand law under 
which the railroad commission considers all of those elements in 
setting the allowable. 

Mr. Wotverton. Then it can be assumed that as foreign demand 
increases, the production rate will increase in Texas. As foreign 
demand increases, then we can assume that the amount of production 
in Texas will increase? 

Governor Suivers. Will increase, you say? 

Mr. Wotverton. Yes. 

Governor Suivers. I do not follow you there. 

Mr. Wo tverton. You say you take both elements into considera- 
tion in fixing your allowables, namely, domestic and foreign demand. 
Now, if you take into consideration both, would the effect of increased 
foreign demand be that you would increase your allowables and your 
production in Texas? 

Governor Suivers. No, sir; it would not necessarily follow. 

Mr. Wotverton. Then you do not take into consideration the 
foreign demand? 

Governor Suivers. That is one of the elements that is considered, 
Iam sure. The railroad commission holds its monthly meetings and 
sets these production allowables based chiefly on the ability of the 
field to produce. Under the market-demand law in Texas, production 
in excess of market demand, which would take in the economic 
factors you are mentioning, is waste. 

Mr. Wotverton. Then with the operation of the several States, 
how would the foreign demand be met without increasing their 
allowables? 

Governor Sutvers. Mr. Wolverton, the foreign demand is an 
import question. The production in the State is a Texas question. 

Mr. Wotverrton. I appreciate that fact, but Iam basing my ques- 
tions upon the fact that you have stated that in fixing the allowables, 
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you take into consideration foreign as well as domestic demand. If 
you do not increase your allowables because of increased foreign 
demand, how are we to meet that situation? 

Governor Suivers. Naturally foreign demand, say, for Texas oil, 
is taken into consideration. 

Mr. Wotverton. Then the increased demand from foreign sources 
as a result of the situation that exists in the Near East does have an 
effect on the amount that you fix? 

Governor Suivers. Certainly it does. 

Mr. Wotverron. To what extent? 

Governor Suivers. To the extent of the ability to produce. 

Mr. Wotverron. Has that been reflected as yet in your allowables? 

Governor Suivers. Yes, sir; I think it has, considerably so, in the 
past 6 or 8 months, for instance. 

Mr. Wotverton. To what extent? 

Governor Suivers. I would say approximately 600,000 barrels a 
day; maybe 700,000. 

Mr. Wotverton. So that conservation, after all, is determined a 
bit by the demand, is it not? 

Governor Suivers. It necessarily has to be. As far as Texas is 
coneerned, our market-demand statute makes it a matter of law. 

Mr. Wotverron. As a result of the foreign demand, has not there 
a been an increased demand on our facilities to produce more 
oil? 

Governor Suivers. That is quite true. It was during World War 
II also. If this Iranian situation gets worse, there is going to be a 
greater one. 

Mr. Wotvertron. That is what I am getting at. So if we are 
speaking of conservation there is another element that enters into it 
besides mere conservation. In other words, as the foreign demand 
increases, your allowables increase. 

Governor Suivers. Yes. During the time of war, the railroad 
commission in Texas and every producer in Texas would be willing 
to produce every drop of oil he could get if it was needed for the de- 
fense situation, without any other consideration. 

Mr. Wotverrton. I have before me an extract from a publication of 
world markets in which it is stated, speaking of the Atlantic.coast from 
New York to Jacksonville: 

One major supplier declared that his company had just ‘‘too much No. 6 busi- 
ness,’’ adding that he noted with dismay that coal shipments along the seaboard 
were falling off. He interpreted this development to mean that more and more 
industrial users are turning to bunker oil for fuel and power. He said his com- 
pany’s No. 6 oil position on the seaboard was so tight he was considering the 
feasibility of supplying western Pennsylvania and western Virginia areas from the 
Mid-Continent, which he added to ease his supply somewhat at New York and 
Philadelphia. 

That would indicate that it does have a direct bearing on our own 
consumers’ use, would it not? 

Governor Sutvers. I am not too familiar with what he calls his 
No. 6. 

Mr. Wotverton. No. 6, I take it, is the fuel oil that is used for 
heating and for manufacturing, and so on, 

Governor Suivers. Under our Texas market-demand law—and I 
want to get back again to the point that this has nothing to do with 
the compact commission, the commission itself does not deal with 
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these things—the railroad commission is forced to consider the matter 
of waste in the production to meet market demand. 

Mr. Wotverton. That is the basic principle I have in mind when 
I keep referring to the foreign situation. ou use the term “basic 
demand.” Is that a basic demand? 

Governor Suivers. It definitely would be; yes, sir. 

Mr. Wotverrton. So that conservation goes up and down accord- 
ing to demand as the element determines it? 

Governor Suivers. Under the market-demand law, that is correct. 

Mr. Wortverton. Where do we apply the principle of conservation 
if it is a question of demand that determines the allowable? 

Governor Sutvers. Conservation comes in principally, as the 
example that one of the gentlemen asked about the east Texas field a 
few moments ago, concerning the possibility of a recovery of some 3 
or 3% billion barrels of oil additional through conservation practices 
than was expected under nonconservation practices when the field 
came in. 

Mr. Wotverron. Then conservation, as you describe it, would 
seem to me to be obtaining the best possible return of the resources 
that are in existence. 

Governor Suivers. No, sir. Let me use the word “recovery” 
where vou use the word “return.”’ 

Mr. Wotverton. That is the same thought I had in mind, recovery. 
Then the conservation in your opinion merely relates only to getting 
the greatest possible recovery? 

Governor Sutvers. That 1s correct. 

Mr. Wotverrton. Then it has nothing to do with conservation from 
the standpoint of maintaining natural resources in this country for 
our own use? 

Governor Suivers. Getting back to the east Texas field again, if 
through conservation practices we have saved 3 or 3% billion barrels 
of oil for future use in this country, I think we have accomplished 
something. 

Mr. Wotverton. Yes; you have done a very commendable work 
in that respect. I have been identified with this oil situation since 
it was first brought to our attention by Senator Connally under his 
proposed “hot oil’ legislation back in the early thirties. 

Governor Suivers. May | sav that has been very beneficial. 

Mr. Worvertron. As a matter of fact, | was present at the first 
meeting of your compact group when it was organized. I have kept 
in touch with it through the vears, and there is no doubt at all in my 
mind that it has worked well from the standpoint of getting the 
largest amount of recoverable oil from our resources. But I am going 
beyond that in my thought of what conservation should be, and that 
is the conservation of natural resources. To me it has become a very 
great matter of concern to realize that by our continual foreign assist- 
ance program, our resources are being cut down very considerably. 
Having in mind that there is a limit to our oil resources, should not 
conservation likewise be looked at from the standpoint of maintain- 
ing our natural resourees, rather than just from the standpoint of 
obtaining as much recovery as possible? 

Governor Suivers. In my opinion, Mr. Wolverton, the object 
should be a combination of those two. 
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Mr. Wotverton. If we have a combination based upon conserva- 
tion of natural resources as well as conservation defined as obtaining 
the greatest possible recovery, should we not give some consideration 
to importation of oil, and, if so, what is the attitude of the Interstate 
Compact Commission with reference to increased importation of oil? 

Governor Saivers. The compact commission itself does not go into 
importation. It does not go into State production as such, that is, 
the allowable production or nonproduction. 

Mr. Wotverron. I am fearful that is true. That is the point I 
am trying to make, that as long as our allowables for production are 
based, let us say, partially at least upon foreign demand, as well as 
domestic, having in mind that there is a limit to our available resources, 
is it not wise that we give more consideration to conserving that 
resource? 

Governor Suivers. I think the individual States do that. The 
compact, as such, does not. If we did, we might be subject to what 
Mr. Heselton was talking about here awhile ago, and that was men- 
tioned by some other gentlemen, that is, that the Justice Department 
might be prosecuting me as chairman of the compact and I do not 
want that to happen. 

Mr. Wotverron. I do not believe there is much fear of that in 
your mind. 

With the situation that exists in the Far East or the Near East, 
how are we going to meet your commitments abroad without increas- 
ing our production, and as we increase our production, we use up 
our resources. 

Governor Suivers. We are going to meet it by continuing to encour- 
age the producer to discover additional reserves. 

Mr. Wotverton. Is that our only recourse? 

Governor Survers. No, sir; I do not think it is. I think you are 
going to have to use every available source to meet it ifthe demand 
continues on the foreign element as now. 

Mr. Wotvertron. Having in mind that our next-door neighbor, 
Mexico, has great resources of oil, What is your attitude toward our 
meeting some of this foreign demand by a Mexican supply, either to 
ourselves or otherwise? 

Governor Suivers. Quite a lot of new fields have been discovered 
in Mexico recently, and their production is increasing. 

Mr. Wotverton. Considerably so. 

Governor Suivers. Yes, sir. As a matter of fact, numerous oil 
people, I think, being encouraged both by the Federal Government 
and prebably by a number of States, have gone into Mexico to spend 
a lot of money trying to develop those resources. 

Mr. Wotvertron. That is true. It has been very gratifying to 
some of us to see that tendency exists, because we pay a great deal of 
attention to oil in Arabia and Iran and those places are far away, and 
it does not seem to me that nationally at least we are giving any con- 
sideration to that supply which is right at our doorstep in Mexico. 
I have a feeling that the situation can become so tight that it will be 
necessary for us to give serious consideration to the conservation of 
our own oil resources. 

Along that line, how long will our resources at the present production 
last? 
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Governor Suivers. Twelve billion barrels estimated reserve as far 
as Texas is concerned. I do not have the figures on the United States. 

Mr. Wotverton. At your present production, how long could we 
expect your State reserves to last if there are no additional fields 
brought in as a result of exploration, relatively speaking, of course, 
if there should be no additional discoveries? 

Governor Suivers. Relatively speaking, if there was no additional 
discovery, it would not last very long. It would last a very short 
period of time. 

Mr. Wotvertron. What do you mean by “not very long 

Governor Suivers. I do not know what the reserve is in the United 
States, but say 12 billion barrels, and we are producing 3 million in 
Texas daily, and the entire United States is producing about 6 million 
a day, and say 30 billion reserve in the United States, divide the two 
and get the result. 

Mr. Wotverron. Will you get it in terms of years, first for Texas, 
and then the United States, so we will not have any misunderstanding? 

Mr. Harris. Would the gentleman yield? 

Mr. Wotverrton. Yes. 

Mr. Harris. My understanding is that the estimated reserve in the 
United States at the present time is better than 26 billion barrels, and 
we are producing now at the rate of 2 billion barrels a year. 

Mr. Wotverton. The figures I have before me, Mr. Harris, taken 
from Petroleum Facts and Figures, Ninth Edition, 1950, show that 
our reserves are 24,649,489,000, but taking your figures or these 
figures, it would seem on our present use that it would last approxi- 
mately between 12 and 13 years. 

Governor Satvers. Somewhere between that and up to 15, if 
nothing additional were discovered. 

Mr. Wotverron. Having further in mind that in addition to our 
present use of oil, there is a growing demand through use by Diesel 
engines, industrial plants, and for heating, and for increased automo- 
bile and truck traffic, we can reasonably assume that the future ahead 
of us is one of ever-increasing demand, is that not true? 

Governor Suivers. Yes, sir; I think that is true. You must take 
into consideration, however, that you are talking about some of the 
plants and Diesels and some of the other motors that use some of the 
lighter hydrocarbons many of which are taken out of gas, and I might 
also mention with reference to the 13 to 15 vears of additional pro- 
duction without any additional discovery, that I think the records 
will show that each year we have discovered more oil in reserve than 
we have produced for a great number of years. The North Dakota 
discovery just recently is one of the best examples of that. 

Mr. Wolverton. I have had so many figures presented before this 
committee over a period of years on that subjec t, namely, our reserves, 
that figures almost get to mean nothing to me any more. I have in 
mind that when this committee first considered this question in 1933 
or 1934, we were presented with a previous report from the highest 
officials of the oil companies in which they said there was no fear 
at all. I think they had it figured out at that time that there was 
more than 25 years of supply. And vet when they came and testified 
before us in the hearings to which I have referred, they testified that it 
was much less than that. Whether that was because their first 
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figures were wrong or because their second figures were wrong, or 
because of the increased demand, I do not know, but it does show 
that between that time and this there has been a considerable reduc- 
tion in the figures of available resources of oil. I feel that it is so 
important to our economy that we should give very careful considera- 
tion to the conservation of oil in the larger sense of the word. 

I will conclude, Mr. Chairman, and I appreciate your indulgence, by 
coming back to this letter of Peyton Ford, under date of April 25, 
1951, in which he stated: 

Whether the joint resolution should be enacted involves a question of policy 
concerning which this Department prefers not to make any recommendation. 

Do you know what he refers to there as the question of policy? 

Governor Suivers. I assume he is referring to Congress’ ability 
to either extend or not to extend the compact, that is, that it is the 
Congress’ job to set the policy. 

Mr. Wotverron. If that is all he meant, I would have thought he 
could have said it in those words. But in view of our experience in 
trying to get somebody from the Department of Justice to come 
before this committee and clarify the meaning, it takes on a significance 
to me that makes me all the more anxious to know what he does mean. 
The correspondence that has been carried on by the clerk of our 
committee at the direction of the chairman has indicated the desire 
of this committee to have a representative of the Department of 
Justice to appear before us to clarify that situation, and vou would 
be surprised if you read the correspondence that has taken place 
between this committee and the Department of Justice, and the 
ingenuity with respect to the excuses that have been given for failing 
to appear before this committee. The more they object, the more 
anxious | am to hear them. I[t is my intention, Mr. Chairman, if it 
does not violate what you have in mind, to make a motion that this 
committee requests a representative of the Department of Justice to 
come here before us and clarify what the Department has in mind 
by the use of the language referred to. 

Mr. Hesevton. Would you include in that a representative of the 
Antitrust Division, rather than a general representative? 

Mr. Woxverron. I would leave it to the Department who to send, 
and if it does not send the right man, we will ask again. I assume it 
will send a man who will answer the question that we are anxious to 
have answered. That is all I will press at this time. 

Mr. Harris. Will the gentleman yield for a question? 

Mr. Wotverron. Certainly. 

Mr. Harris. Back to the question of for how many years the known 
reserves would meet the demands that are made on the oil industry, 
is it not a fact that it would be utterly impossible to get maximum 
recovery of oil from the field throughout the United States in the 
course of 15 or even 20 or 25 years? 

Governor SHIveRs. Yes, sir. 

Mr. O’Hara. Would the gentleman yield on that point? 

Mr. Harris. That is all I have. 

Mr. O’Hara. I wonder, Governor, if we have any idea what the 
increase or decrease of demand will be? 

Governor Suivers. I do not have any way of judging. 

Mr. Bennett. Will the gentleman yield? 

Mr. O’Hara. Yes. 
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Mr. Benner. Governor, if you run into a situation where the 
market demand indicates an increase in production and good conser- 
vation practice indicates a reduction in production, which situation 
would control the policy? 

Governor Suivers. There again let me distinguish between the 
compact commission and the State. The compact commission does 
not deal in either one of those things, except that it furnishes informa- 
tion and tries to promote conservation practices and that is the upper- 
most thing as far as the compact commission is concerned. Speaking 
again of the State of Texas and the regulatory body, if the demand 
was in excess of conservation practice, with respect to a particular 
field, unless it had something to do with the defense effort, I do not 
think the railroad commission would authorize the production. 

Mr. Bennett. If it is for national defense, the demand would be 
recognized in preference to conservation? 

Governor Suivers. I think if it was needed for national defense, 
they would produce every drop they could. 

Me. Bennerr. But suppose a case of just ordinary domestic need, 
where the market demand indicated increased production and good 
conservation practice indicated a reduction in production, which 
would control the policy in your State, the railroad commission or 
the recommendation of the oil compact commission. 

Governor Suarvers. The oil compact commission does not make a 
recommendation with respect to that. 

Mr. Bennerr. They do not make a recommendation? 

Governor Sutvers. No, sir. 

Mr. Bennett. Then what good are they? 

Governor Suivers. It is a compact of the States authorized to hold 
these meetings and collectively to promote conservation practices, to 
exchange ideas, and serve as a clearinghouse for the various States 
that desire that information, especially the enactment of conservation 
laws. But it has nothing to do with market demand. 

Mr. Bennerr. Does not this oil compact commission recommend 
conservation practices? 

Governor Suivers. Yes, sir. 

Mr. Bennerr. Could not you run into a situation where recom- 
mendations of the oil compact commission were in direct conflict 
with the recommendations of the agency that fixes the allowables 
so far as supply and demand are concerned? 

Governor Suivers. I draw the analogy in this wav: As Governor 
of Texas, ] can recommend a lot of things to the legislature, but they 
do not always adopt them. The compact commission recommends a 
lot of things to the States, but the States do not always adopt them. 

Mr. Bennett. The purpose of the oil compact commission, as I 
understand it, is primarily one of conservation. 

Governor Saivers. That is correct, sir. 

_ Mr. Bennerr. On the other side of the picture, there is private 
interest and that is geared with supply and demand. I am wonderin 
in an ordinary situation where you do not have an emergency suc 
as we have today, if the demand in a particular situation does not 
control rather than the strictly conservation measure. 

Governor Suivers. I know of many instances where the Railroad 
Commission of Texas has refused to let a producer produce more oil 
out of his particular field, for instance, or his section of a field, than 
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they thought was good conservation practice, even though he told 
them he could sell it if he could produce it, and that was during 
normal times. 

Mr. Bennett. That is all, Mr. Chairman. 

The CuarrmMan. Mr. Chenoweth. 

Mr. Cuenowerna. Representing your neighboring State of Col- 
orado, I want to say you have welcomed many fine people to your 
State from Colorado. 

Governor Suivers. We are glad you have a Texan for a governor 
now. 

Mr. Cuenowetu. I want to ask you, as chairman of the compact 
commission, have you heard any criticism of the work of this compact 
commission? 

Governor Suivers. I have not. 

Mr. Cuenowetu. Is there any suspicion that you were engaged 
in anything other than what was for the best interests of the conserva- 
tion of oil and our natural resources, and proper and orderly develop- 
ment and production of those resources? 

Governor Suivers. No, sir; J have not heard of any. 

Mr. Cuenowetna. | have not heard of any, and I wondered if it 
came to your attention. 

Governor Suivers. Many times people have tried to get us mixed 
in other things but we have always shied away from them. 

Mr. CHENoweETH. Is any State dissatisfied with the compact? 

Governor Suivers. We are getting more members all the time. 

Mr. Cuenowetu. Is not there a good, healthy feeling, and a very 
constructive attitude? 

Governor Suivers. I think so, Mr. Chenoweth. As a matter of 
fact, the number of people who attend these compact hearings is 
increasing especially the committee hearings—and we had a meeting 
at Santa Fe just recently which I think was one of the largest attended 
meetings that we have had in vears—and people from some of the 
foreign countries are coming in at various intervals. There is a great 
deal more interest by the States. Those that have possibilities of 
producing oil are coming into the compact commission wanting infor- 
mation as to what is the best practice and what can we do to help con- 
serve oil in the future. 

Mr. Cuenowern. Would not it be unfortunate if this compact was 
not extended? 

Governor Suivers. I certainly think it would. 

Mr, Cuenowertu. Thank you, Governor. 

Governor Suivers. Thank you, sir. 

Mr. O’Hara. Governor, I am on your side on some of this, but I do 
have to confess that I have read criticism of the compact commission. 

Governor Suivers. I assume that some of the members had. 

Mr. O’Hara. I refer to the Wherry committee report, and I am 
reading page 16 of the report. I quote verbatim: 


It seems to the committee— 
speaking, of course, of the Wherry committee— 
that the Interstate Oil Compact Commission has gone far beyond the laudatory 
purposes cited in its compact, the basis upon which the Congress acted in approv- 
ing same. Hence, it is recommended that the appropriate committees of the 
Congress look into the operation of the compact with a view to either repealing 
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the authority or the enactment of proper amendments to safeguard the public 
interest. , 

Now, Governor, I do confess that is the only written criticism that 
I have seen of the committee. 

Governor Sutvers. We have a copy of that, of course. Mr. Hesel- 
ton was reading from that a few moments ago. 

Mr. Harris. I might suggest that it might be advisable for the 
committee to look into one of the sessions of the compact meetings. 

Governor Sutvers. We would be honored to have the committee 
visit the next meeting. 

Mr. Wotverron. I have had the opportunity and it was very help- 
ful. 

Mr. Harris. When do you have the next meeting, Governor? 

Governor Sutvers. It will either be the first part of September or 
a little later in the fall. It has not been definitely set yet. 

Mr. Harris. Where will it be? 

Governor Sutvers. That has not been decided, either. 

Mr. Harris. I assume that this committee will be so advised? 

Governor Suivers. Yes, sir; a very special invitation. 

The Cuarrman. The Chair submits the following letters for the 
record: Letter from Congressman John R. Murdock, of Arizona, to 
the chairman of this committee, enclosing a letter from Gov. Howard 
Pyle, of Arizona, endorsing this legislation; letter from Governor 
Schricker, of Indiana, endorsing this ‘legislation; two letters from the 
Department of State, two from the Departme nt of Justic ‘e, one from 
the Department of Commerce; one from the Assistant Secretary of 
Defense; one from the Department of the Interior; one from the 
Federal Power Commission; one from the Federal Trade Commission; 
also a letter from the United States Chamber of Commerce endorsing 
this legislation. 

(The letters referred to follow:) 

Hovsrt or REPRESE 7 ATIVES, 
Washington, D. C., June 6, 1951. 
Hon. Roserr Crosser, 


Chairman, House Interstate and Foreign Commerce Committee, 
Washington, D. C. 

Dear Mr. CuatrMan: I am enclosing a letter which has come to me from the 
Governor of Arizona in behalf of House Joint Resolution 206. 

I understand your committee plans hearings on this measure on June 11th and 
12th, and I felt that I should call the Governor’s comment to your attention at 
this time. 

With kindest regards, I am 

Sincerely yours, 
Joun R. Murvock, Member of Congress. 


——— 


STATEHOUSE, 
Phoenix, Ariz., June 1, 1951. 
Hon. JouN Murpock, 
Member of Congress, Washington, D. C. 

Dear JOHN: May I say just a word in behalf of House Joint Resolution 206. 
This legislation is intended to extend the life of the Interstate Oil Compact 
Commission for another 4 vears. The present compact expires August 31. 

Arizona is now an associate member of this ageneyv, and we have considerable 
reason for urging that its program be continued. Anything you ean do in behalf 
of this extension will be appreciated. 

Sincerely, 
Howarp Py te, Governor. 
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Strate or INDIANA, 
Indianapolis, June 2, 1951. 
Hon. WitiiaM Bray, M. C. 
House Office Building, Washington, D. C. 

My Dear Wituiam: I have been advised that the present law authorizing 
the creation of the Interstate Oil Compact Commission will expire on August 31 
of this year, and the member States, including Indiana, are anxious to secure 
an extension of this authority. We believe this compact commission has been 
very beneficial to the cause of conservation in the oil-producing States, and your 
own Indiana Conservation Department has benefited repeatedly from its close 
contact with the commission and the information received from time to time 
through the channels of the commission. Certainly no harm could come from 
an extension of the compact as it exists today, and we are hopeful of your support 
of House Joint Resolution 206, which would grant this authority. 

With kindest personal regards and best wishes, I am 

Sincerely yours, 
Henry F. Scuricker, Governor. 


DEPARTMENT OF STATE, 
Washington, April 20, 1941. 
vo. Ropert Crosser, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives. 

My Dear Mr. Crosser: Reference is made to your letters of March 16 and 
22, 1951, transmitting for the comment of the Department of State copies of 
House Joint Resolutions 206 and 211 consenting to an interstate compact to 
conserve oil and gas, and the replies thereto dated April 11, 1951. 

The two resolutions, which are identical, reproduce the executive approvals 
of the Agreement to Extend the Interstate Compact to Conserve Oil and Gas, 
which approvals according to the agreement should be dated (p. 10, lines 18 and 
19). The attested signature of the Governor of New Mexico was not dated on 
the single original deposited in the archives of the Department of State. The 
date has now been supplied in a certificate accepted for attachment to the original. 

You may therefore wish to modify House Joint Resolution 211 as follows: 

Page 14, line 16, to read: 

“Dated: 23d day of October, 1950.” ! 

Sincerely yours, 
Jack K. McFauu, 
Assistant Secretary 
(For the Secretary of State). 


DEPARTMENT OF STATE, 
Washington, April 11, 1951. 
Hon. Rosert Crosser, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives. 

My Dear Mr. Crosser: Reference is made to your letter of March 16, 1951, 
transmitting for the comment of the Department of State a copy of House Joint 
Resolution 206, consenting to an interstate compact to conserve oil and gas, the 
receipt of which was acknowledged by my letter of March 19, 1951. as 

The Department of State recommends the passage of the joint resolution which 
proposes to extend for the sixth time an interstate compact that has served 
useful purposes since its conclusion in 1935. 

The Department believes it would be preferable to use the words ‘deposited in 
the archives of the Department of State of the United States’ on page 2, lines 
5, 15, and 25; page 3, lines 11 and 22; page 4, lines 7, 14, and 22, and page 5, 
line 5. This also corresponds with the phraseology in article VIII of the agreement. 

The Department has been informed by the Bureau of the Budget that there is 
no objection to the submission of this report. 

Sincerely yours, . 
Jack K. McFA tt, 
Assistant Secretary 
(For the Secretary of State). 


———— 
1 Date inserted pursuant to a request made by the Secretary of State of New Mexico to the Department 
of State, which transmitted certified affidavits of Thomas J. Mabry and Alicia Romero to be attached to 


the original agreement. 
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DEPARTMENT OF JUSTICE, 
Washington, April 25, 1941. 
Hon. Rosert Crosser, 
Chairman, Committee on Interstate and Foreign Commerce 
House of Representatives, Washington, D. C. 

My Dear Mr. Cuarrman: This is in response to your request for the views of 
the Department of Justice concerning the joint resolutions (H. J. Res. 206 and 
H. J. Res. 211) consenting to an interstate compact to conserve oil and gas. 
we The resolutions would give the consent of the Congress to the extension and 
renewal for a period of 4 years of the Interstate Compact to Conserve Oil and Gas, 
originally entered into in 1935 by the States of New Mexico, Kansas, Oklahoma, 
Illinois, Colorado, and Texas. The compact has since been extended and re- 
newed five times with the consent of the Congress and, unless again renewed, will 
expire on September 1, 1951. The number of participating States has increased 
from 6 to 20, including Alabama, Arkansas, Florida, Indiana, Kentucky, Louisi- 
ana, Michigan, Mississippi, Montana, New York, Ohio, Pennsylvania, Tennessee, 
and West Virginia. The compact has been considered generally as a necessary 
arrangement among oil-producing States to conserve the Nation’s crude-oil 
reserves, 

Whether the joint resolutions should be enacted involves a question of policy 
concerning which this Department prefers not to make any recommendation. 

The Director of the Bureau of the Budget has advised that there is no objection 
to the submission of this report. 

Yours sincerely, 
PreyTON Forp, 
Deputy Attorney General. 


May 29, 1951. 
Hon. Rosert Crosser, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

My Dear Mer. CuarrmMan: This will acknowledge your letter of May 7, 1951, 
inviting the Attorney General to testify at the hearing to be held by your com- 
mittee on June 11th with respect to House Joint Resolution 206, consenting to an 
interstate compact to conserve oil and gas. 

The Attorney General regrets that he will be unable to appear before your com- 
mittee as he will be out of the city at that time. There is enclosed, however, a 
statement concerning the history and operation of the Interstate Oil Compact 
which it is hoped will be of assistance to the committee. 

Yours sincerely, 
PreyYTON Forp, 
Deputy Attorney General. 


STATEMENT CONCERNING THE HISTORY AND OPERATION OF THE INTERSTATE 
OIL COMPACT 


The Interstate Compact To Conserve Oil and Gas was originally drafted and 
agreed upon by representatives of the oil-producing States at Dallas, Tex., on 
February 16, 1935. The legislatures of six States (Oklahoma, Kansas, Texas, 
New Mexico, Colorado, and Illinois) ratified the compact and by its own terms 
was deposited with the Secretary of State for submission to Congress. The States 
have extended the compact for six terms of 2 or 4 vears, the last being until Sep- 
tember 1, 1951. The number of participating States has increased from 6 to 20, 
including Alabama, Arkansas, Florida, Indiana, Kentucky, Louisiana, Michigan, 
Mississippi, Montana, New York, Ohio, Pennsylvania, Tennessee, and West 
Virginia. Two oil-producing States (California and Wyoming) have not joined 
the compact. Repeated efforts to gain approval in the California Legislature 
have been unsuccessful. 

The consents of Congress have been embodied in the following legislation: 

Public Resolution No. 64 of Seventy-fourth Congress, August 27, 1935 
(H. J. Res. 407) to September 1, 1937; 

Public Resolution No. 57 of Seventy-fifth Congress, August 10, 1937 (S. J. 
Res. 183), to September 1, 1939; 

Public Resolution No. 31 of Seventy-sixth Congress, July 20, 1939 (H. J. 
Res. 329), to September 1, 1941; 

Public Law 246 of Seventy-seventh Congress, August 21, 1941 (H. J. Res. 
228), to September 1, 1943; 
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Public Law 117 of Seventy-eighth Congress, July 7, 1943 (H. J. Res. 139), 
to September 1, 1947; and 

Public Law 184 of Eightieth Congress, July 12, 1947 (S. J. Res. 122), to Sep- 
tember 1, 1951. 

The compact has been considered generally as a necessary arrangement among 
oil-producing States to conserve the Nation’s crude-oil reserves. It has been 
highly recommended for consent of the Congress on each renewal. President 
Roosevelt, on recommendations of Secretary of State Cordell Hull and Secretary 
of Interior Harold Ickes, requested the Congress to give consent under article 1, 
section 10, of the Constitution (H. Doc. 306, 75th Cong., Ist sess.). Speaker 
of the House Rayburn, Judge William P. Cole, of Maryland (for many vears chair- 
man of the Petroleum Investigating Committee of the House), Governor Lehman, 
of New York, the governors of many States, and the oil-trade associations have 
all endorsed it. However, the enactment of this legislation involves a question 
of policy concerning which the Department of Justice prefers not to make any 


recommendation. 





SECRETARY OF COMMERCE, 
Washington, May 3, 1951. 
Hon. Rosert Crosser, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

Dear Mr. CuatrMan: This letter is in further reply to your request dated 
March 16, 1951, requesting the comments of the Department concerning House 
Joint Resolution 206, as well as vour letter of March 22, 1951, concerning House 
Joint Resolution 211, which is identical, consenting to an interstate compact to 
conserve oil and gas. 

These resolutions grant consent to an extension and renewal for 4 years of an 
existing interstate compact, which appears to be primarily a matter within the 
interest of the Interior Department. After consideration of the proposed reso- 
lutions and the possible effect of its enactment on the activities of this Department, 
our opinion is that we should defer to the views of the agencies more directly 
concerned in this matter. 


Sincerely yours, 
Tuos. W. S. Davis, 


Acting Secretary of Commerce. 





ASSISTANT SECRETARY OF DEFENSE, 
Washington, D. C., May 10, 1951. 
Hon. Rospertr Crosser, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives. 

Dear Mr. CuHarkMan: Reference is made to your recent request for a report by 
the Department of Defense on House Joint Resolution 206 and House Joint 
Resolution 211, identical joint resolutions consenting to an interstate compact to 
conserve oil and gas. 

The Department of Defense approves of the purpose for the interstate compact, 
which, as stated in article II of the subject resolution, is ‘“‘to conserve oil and vas 
by the prevention of physical waste thereof from any cause.”’ 

Oil and gas are essential to the national security. The supply of oil and gas is 
not inexhaustible, and the conservation of these vital resources by the prevention 
of physical waste is considered to be in the national interest and should 
be encouraged. 

The Interstate Oil Compact Commission, formed in accordance with the pro- 
visions of article VI of the compact, affords the compacting States an opportunity 
for the mutual exchange of ideas and information concerning methods, practices, 
circumstances, and conditions for bringing about conservation and the prevention 
of physical waste of oil and gas. The duties of the Commission include the inquiry 
into methods and practices of effecting oil and gas conservation and reporting its 
findings and recommendations to the several States for adoption or rejection. 
This dissemination of information and the determination of practical and eflicient 
producing and conservation measures is in consonance with the purpose of the 
compact quoted above. 

The Department of Defense recommends approval of House Joint Resolution 
206 and House Joint Resolution 211 to extend and renew the Interstate Compact 
to Conserve Oil and Gas for a period of 4 vears fromm September 1, 1951. 
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The Bureau of the Budget has advised that there is no objection to the sub- 
inission of this report. 
Sincerely, 
DanieL K. Epwarps. 





DEPARTMENT OF THE INTERIOR, 
OrFriIce OF THE SECRETARY, 
Washington, D. C., April 30, 1951. 
Hon. Roperr Crosser, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C 

My Dear Mr. Crosser: This is in answer to your letter of March 16, 1951, 
requesting a report from this Department on House Joint Resolution 206, a joint 
resolution consenting to an interstate compact to conserve oil and gas, introduced 
by Representative Harris. 

The Department of Interior reeommends the enactment of this proposed joint 
resolution. The interstate compact to prevent physical waste in oil and gas 
production has demonstrated its effectiveness to achieve the objectives for which 
the compact was designed. In the 16 years which have elapsed since the compact 
was entered into, the member States acting through the compact commission 
have broadened the interest in oil and gas conservation and have made a number 
of specific contributions in this field of activity. Its work in advancing the 
secondary recovery of oil has been particularly noteworthy. The accomplish- 
ments of the compact commission, in thé opinion of this Department, justify 
fully its extension for an additional period of 4 vears. 

The Bureau of the Budget has advised me that there is no objection to the 
submission of this report to your committee. 

Sincerely yours, 
Oscar L. CHAPMAN, 
Secretary of the Interior. 


FEDERAL PowerR ComMISsSION, 
Washington, April 25, 1951. 
Hon. Ropert CROsSER, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

Dear Mr. Crosser: Pursuant to your requests of March 16 and 22, 1951, 
there is transmitted herewith the report of this Commission on House Joint 
Resolutions 206 and 211. 

The Commission’s report was submitted to the Bureau of the Budget on 
April 18, 1951. The Commission was advised orally on April 20 by the Bureau 
of the Budget that there would be no objection to the submission of this report 
to the committee. 

Sincerely yours, 
Mon C. WALLGREN, Chairman, 


FEDERAL Power Commission Report on H. J. Res. 206 anp H. J. Res. 211 


There are submitted herewith the Commission’s views on House Joint Resolu- 
tions 206 and 211, identical joint resolutions introduced in the House of Repre- 
sentatives by Mr. Harris and Mr. Beckworth, respectively, consenting to the 
interstate compact to conserve oil and gas, and extending and renewing the 
compact for a period of 4 vears from September 1, 1951. 

In reporting favorably upon Senate Joint Resolution 122 (80th Cong., Ist 
sess.), a joint resolution extending the compact for a period of 4 years from 
September 1, 1947, to September 1, 1951, the Committee of the Judiciary of the 
United States Senate in Senate Report No. 265, dated June 12, 1947, stated: 

“This compact was originally approved by the Senate on August 24, 1935. 
It was then hoped that the oil-producing States, acting together under this com- 
pact, would be able to conserve this natural resource, prevent its waste, and to 
aid the petroleum industry to achieve a stable situation. That it has had this 
effect has been demonstrated during the 12 years the compact has been in force. 

‘Interstate compacts such as this One are in complete harmony with the spirit 
of our American form of government. They preserve the rights of each separate 
State at the same time that they enable each of these States to work together 
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on a sound program which all of them accept. They involve no use of force. 
They impose no prohibitions beyond those which are imposed by the States 
thmselves. They enable the various States, signatory to such compacts, to do 
those things which are necessary but which might not be done by any of them 
separately or by any group of them without the consent of Congress. 

“This compact definitely states that nothing in it would authorize the States 
to limit the production of oil or gas for the purpose of stabilizing or fixing the 
price thereof, to create a monopoly, or to promote regimentation.”’ 

It appears that the original compact, first ratified by six States, has now been 
ratified by 16 States. The agreement to extend and renew the compact for a 
period of 4 years until September 1, 1955, has been executed by 18 States. 

Section 11 (b) of the Natural Gas Act [52 Stat. 827; 15 U. 8S. C. 717j (b)]} 
requires the Commission ‘‘to assemble and keep current pertinent information 
relative to the effect and operation of any compact between two or more States 
heretofore or hereafter approved by the Congress, to make such information 
public, and to report to the Congress from time to time, the information so 
obtained, together with such recommendations as may appear to be appropriate 
or necessary to promote the purposes of such compact.” 

The Commission has reported to Congress information relative to the interstate 
compact to conserve oil and gas. Such information is contained in the Commis- 
sion’s 1948 report of its natural gas investigation, Docket No. G—580. For 
particular references, see the report of Commissioner Leland Olds and Commis- 
sioner Claude L. Draper, pages 75 to 84; the report of Commissioner Nelson Lee 
Smith and Commissioner Harrington Wimberly, pages 145 to 150. 

As Commissioner Wimberly stated af the Interstate Oil Compact Commission 
midwinter meeting in Houston, Tex., on December 12, 1950: 

“The activities of the compact commission and the work and problems of 
State commissions having responsibility of regulating the production activities 
of the oil and natural gas industries are of major interest to the Federal Power 
Commission,”’ 

The Commission has at all times kept in close contact with the work of the 
Interstate Oil Compact Commission, an agency created by the compact. Since 
1946, Commissioner Wimberly has been the Commission’s representative to the 
Interstate Oil Compact Commission. As such representative, Commissioner 
Wimberly has attended the meetings of the Interstate Oil Compact Commission 
and has kept the Federal Power Commission abreast of the work of that useful 
organization. Increasing cooperation between the Commission and the compact 
organization will tend to effectuate the declared purpose of the agreement between 
the compacting States “to conserve oil and gas by prevention of physical waste 
thereof from any cause.”’ Moreover, the maintenance of continued close rela- 
tionship between the Commission and the Interstate Oil Compact Commission 
is of vital importance in the conservation of the fuel supply of our Nation. 

The Commission favors the passage of the joint resolutions to extend the term 
of the Interstate Compact to Gasenea Oil and Gas to September 1, 1955. 

FepERAL PowrER CoMMISsSsION, 
Mon C. WALLGREN, Chairman. 


Feperat TrapE Commission, 
Washington, March 23, 1951. 
Hon. Ropert Crosser, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States House of Representatives, Washington, D. C. 

My Dear Mr. CuarrMan: This will acknowledge receipt of your letter of 
March 16, 1951, enclosing a copy of House Joint Resolution 206 entitled ‘Joint 
resolution consenting to an interstate compact to conserve oil and gas,’’ intro- 
duced March 15, 1951, by Congressman Oren Harris, of Arkansas, and requesting 
such comment as the Commission may care to make concerning the proposed 
legislation. 

House Joint Resolution 206 proposes that the consent of Congress be given to 
an extension and renewal for a period of 4 years from September 1, 1951, of the 
interstate compact to conserve oil and gas which was signed in the city of Dallas, 
Tex., the 16th day of February 1935 by the representatives of a number of oil- 
producing States. Subsequently, other oil-producing States have become signa- 
tories to the compact and Congress has given consent thereto and to the renewal 
thereof by House Joint Resolution 407 approved August 27, 1935, by Senate 
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Joint Resolution 183 approved August 10, 1937, by House Joint Resolution 329 
approved July 20, 1939, by House Joint Resolution 228 approved August 21, 1941, 
by House Joint Resolution 139 approved July 7, 1943, by Senate Joint Resolution 
122 (Public Law 184, 80th Cong.). The agreement to extend and renew said 
compact for a period of 4 years from September 1, 1951, to September 1, 1955, has 
been duly executed by the representatives of ’ Alabama, Arkansas, "Colorado, 
Florida, Indiana, Kentucky, Louisiana, Michigan, Mississippi, Montana, New 
Mexico, New York, Ohio, Oklahoma, Pennsylvania, Tennessee, Texas, and 
West Virginia. The purpose of the compact is to conserve oil and gas by the pre- 
vention of physical waste thereof from any cause. 

The Commission has no information which would aid the committee in its 
consideration of the joint resolution and therefore has no comment to make 
thereon. 

By direction of the Commission. 

Sincerely yours, 
Jas. M. Mean, Chairman. 

N. B.—Pursuant to regulations, this report was submitted to the Bureau of the 
Budget on March 23, 1951, and on April 3, 1951, the Commission was advised that 
there would be no objection to the submission of the report to the committee. 

Jas. M. Mean, Chairman. 


CHAMBER OF COMMERCE OF THE UNITED STaTes OF AMERICA, 
Washington, D. C., June 5, 1951. 
Hon. Rosert Crosser, 
Chairman, House Committee on Interstate and chen Commerce, 
House of Representatives, Washington 25, D. 

Dear CHAIRMAN Crosser: The Chamber of c ommerce of the United States 
strongly urges your committee to approve House Joint Resolution 206, consenting 
to a 4-year extension of the interstate compact to conserve oil and gas. 

The chamber has long had a policy declaration favoring the interstate oil 
compact. Experience since its original approval by the Congress in 1935 has 
demonstrated that State laws and regulations providing the necessary incentives 
and proper conservation practices, together with close-at-hand State administra- 
tion, encourage the risk-taking vital to the discovery and development of petroleum 
resources, a matter essential to the military security and economic well-being of 
the Nation. 

At the last annual meeting of the chamber, held in Washington on May 2, 
1951, the following policy declaration was again reiterated: 

‘*Petroleum—interstate compact: The Interstate Oil Compact has clearly 
shown the value of State compacts as a means of conserving valuable natural 
resources and contributing greatly to the public welfare. It should have 
continued support.’ 

I would appreciate it if you would make this letter a part of the record of your 
hearings on House Journal Resolution 206. 

Cordially yours, 

CLARENCE R. MILEs. 


The CuartrMan. The committee will adjourn until 2 o’clock,. 
(At 11:50 a. m., a recess was taken until 2 p. m., the same day.) 


AFTERNOON SESSION 


(The committee reconvened at 2 p. m., pursuant to recess.) 

Mr. Beckwortu. The committee will come to order, please. 

The chairman cannot be here right at this moment, and has re- 
quested that the committee proceed. As I recall it, the Honorable 
Alien Shivers, the Governor of Texas. had finished the answering of 
questions. If there is no one here who has any additional questions, 
we will consider you dismissed, Governor, but, of course, you are 
mighty welcome to stay as long as you want to. I know you are in- 
terested in knowing whether or not we are through with you, and I do 
not believe anyone else has any additional questions. 
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STATEMENT OF THE HONORABLE ALLEN SHIVERS, GOVERNOR, 
STATE OF TEXAS—Resumed 


Governor Satvers. Thank you, Mr. Chairman. 

Mr. Wotverton. Governor, I want to add to what the acting 
chairman has said. We are pleased to have you remain with us. 

1 would like to add that, that we want you to do your part to keep 
our friend Mr. Beckworth here to remain with us. 

Governor Suivers. I do not think you need have any fears about 
that. 

Mr. Wotverron. Ido not mean just for today. He is very faith- 
ful in his attendance and the work of this committee. I am speaking 
of the future. He is a good man, and I certainly hope that he con- 
tinues to stay here to serve your State as faithfully in the future as 
he has in the past. 

Mr. Heserron. ‘To which I add “Amen.” He 1s a fine, intelligent 
Representative. We all value his services and wish him many years 
of constructive service to the great State of Texas and to this Nation. 

Governor Suivers. It wil! be all right for the stenographer here to 
make a transcript of that and supply it to his Texas constituents, I 
presume. 

Gentlemen, I would like the pleasure of furnishing you some addi- 
tional accurate figures on some of the things Mr. Harris asked about 
this morning, and some of the rest of you, as to production and re- 
serves, if you would like to have them, 

Mr. Wotverton. May I also suggest that in addition to sending 
to us Mr. Beckworth from your great State you have also sent us Mr. 
Thornberry, who is likewise a fine, capable, and faithful member of 
this committee. 

Governor Suivers. We are mighty proud of our Texas delegation. 

Mr. O’Hara. Off the record. 

(Discussion off the record.) 

Mr. Beckwortu. | note we have one of our colleagues present, 
the former Governor of New Mexico who, I understand, has an 
interest in this compact being extended. 

We would be glad to hear from you at this time. 


STATEMENT OF HON. JOHN J. DEMPSEY, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NEW MEXICO 


Mr. Demesrey. Mr. Chairman and gentlemen of the committee, 
I have a deep interest in the compact being extended. It has been in 
effect now for many vears. I have never heard a complaint or any 
opposition to it. It does protect one of the greatest basic industries 
and one of our greatest natural resources in this Nation. 

Most of the States are vitally interested in this. I know New 
Mexico is interested not only from the operation as represented by 
companies, but the State itself is a big operator of oil, in that it owns 
a terrific number of acres of land upon which oil is being produced. 
To void the compact would mean that every operator would be on 
his own. There would be no conservation. 

For those of you who have not been around oil wells, to open up a 
well and produce everything you can as quickly as possible mvans 
you will get 30 to 40 percent less production in the end. By conser- 
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vation you get the greatest recovery possible. That is the great 
reason | am for a thing of this kind. 

Without a compact, of course, you could not control the situation. 

When you see the States involved, who are all unanimously in favor 
of the compact, after it has been in for so many years, and there has 
never been any disagreement about it, I think it is a very stabilizing 
influence and | think it is the proper thing to continue it. 

I have not heard the others who talked for this. I do not know 
whether there is anybody against it or not, but I have never known 
of anybody being against it. 

I want to join with the respective governors. I had a wire today 
from my Governor of New Mexico, Governor Mechem, and he asked 
me to appear before you and state his feelings about it. His feelings 
are about as I have expressed to you. 

I am not going to take up any more time of this committee, unless 
there are some questions you want to ask. If there are I would be 
happy to answer them for you. 

Mr. Beckworrn. Are there any questions? 

Mr. Harris. Governor, the State of New Mexico was a member of 
the compact when you were serving that State as an able Governor, 
was it not? 

Mr. Dempsey. That is right. 

Mr. Harris. Therefore you speak from experience. 

Mr. Dempsey. Four years as Governor. 

Mr. Harris. Insofar as the compact is concerned, and the value 
to the States and the Nation, as well as the oil industry. 

Mr. Dempsey. That is right. As Governor of New Mexico I was 
the chairman of the Oil Conservation Commission. The Governor of 
the State is always the chairman of that commission, which is com- 
posed of the Governor, the commissioner of lands, and the State 
geologist. 

Mr. Harris. Therefore, from your personal knowledge and experi- 
ence you do know how valuable this program has been during the 
15 or 16 years it has been in effect? 

Mr. Dempsey. Yes; and I have had some experience as an oper- 
ator. I have drilled quite a number of wells. Unfortunately they 
did not all produce oil. 

Thank you very much, gentlemen. 

Mr. Beckwortn. Thank you, Congressman Dempsey. 

The next witness the committee will hear is Mr. H. A. Stewart, 
the Director of the Oil and Gas Division of the Department of Interior, 

T understand, Mr. Stewart, vou are accompanied by Mr. Swanson. 


STATEMENT OF H. A. STEWART, ACTING DIRECTOR, OIL AND 
GAS DIVISION, DEPARTMENT OF THE INTERIOR, ACCOM- 
PANIED BY E. B. SWANSON 


Mr. Stewart. Yes, sir. 

Mr. Becxwortu. Do you want him to be with you? 

Mr. Srewarr. I think it would be very well, in case there are some 
questions asked that I cannot handle. 

Mr. Wotverron. I do not know of anything that can be asked that 
Mr. Swanson cannot answer. 
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Mr. Srewarr. He is a most valuable man in that respect, the most 
valuable I have ever had contact with. 

Mr. Harris. I might say also, Mr. Chairman, the fact that Mr. 
Swanson retired a couple or 3 years ago, making the announcement 
at a meeting of this committee one morning, and then was recalled 
to continue his service, I think is ample proof that his services are very 
valuable in the Government. 

Mr. Srewarr. Mr. Chairman, I have this statement from the Secre- 
tary of the Interior, Hon. Oscar L. Chapman, copies of which have been 
distributed. 

Would you like me to submit it for the record, or shall I read it? 

Mr. Beckwortu. Whichever you prefer. 

Mr. Srewarr. I would be very glad to read it, if that would be 
your wish. 

Mr. Beckworru. Would you prefer to include it in the record and 
then make the statement you have in mind? 

Mr. Srewarr. I have no specific statement of my own, because I 
think the Secretary has covered the ground very thoroughly in his 
statement. I would like to read it and get it in the record. 

Mr. Beckwortu. You certainly may. 

Mr. Srewarr. The following is the statement of Oscar L. Chapman, 
Secretary of the Interior, before the House Committee on Interstate 
and Foreign Commerce on June 11, 1951, with respect to House Joint 
Resolution 206, a joint resolution consenting to an interstate compact 
to conserve oil and gas: Mfr. Chairman and members of the commit- 
tee, it is always a pleasure for me to discuss with your committee mat- 
ters coming within the responsibilities of the Department of the 
Interior. I am glad to have the opportunity today of supporting 
House Joint Resolution 206 and its companion measure, House Joint 
Resolution 211. These joint resolutions would extend for a term of 
4 vears the Interstate Compact to Conserve Oil and Gas, under which 
the Interstate Oil Compact Commission now operates. In the ab- 
sence of such legislation, the life of the compact and the commission 
will expire on September 1 of this year. 

In addressing you on the Interstate Oil Compact Commission, I can 
speak with assurance. I have not only followed its workings through 
the Department’s official representatives, but one of the compact’s 
founders and most enthusiastic supporters is an old and valued friend 
of mine from Denver, Mr. Warwick M. Downing. He is a lawyer 
with extensive oi! and gas interests and, as a representative of the 
State of Colorado, was a member of the committee which drafted the 
compact. He has always taken an active part in activities of the 
compact commission, and he has on many occasions discussed its 
work with me. 

The interstate oil compact, during the 15 years of its existence, has 
been of material benefit to the Nation in promoting interstate efforts 
for the conservation of oil and gas. Those of you who have known me 
over the years know that I am an ardent advocate of conservation of 
our natural resources. The activities of the Department of the In- 
terior center around the conservation of these resources, of which 
petroleum and gas are among the most important. Many of you are 
familiar with the work of the Department in putting into effect practi- 
cal measures for the conservation of federally administered resources. 
The interstate oil compact is a successful attempt to bring about the 
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use of improved procedures for conserving petroleum resources under 
State jurisdiction. Its genesis is to be found in the conditions that 
prevailed when the east Texas oil field was discovered. 

The east Texas oil field was discovered in 1930. The oil sand was 
at a relatively shallow depth, and wells could be quickly and cheaply 
drilled. Land ownership was generally in small tracts, with the 
result that oil and gas leases came to be numbered in the hundreds. 
The oil sand not only was a prolific producer, but also covered an area 
of some 140,000 acres. In fact, the east Texas field has proven to be 
the largest single discovery of oil so far found in the United States, 
and is now credited with having had an original content of 5 billion 
barrels of recoverable oil. The field was found during the great 
depression when the industrial and economic life of this country was 
at alow ebb. The drilling and production of the field resulted in the 
completion of several times as many wells as should have been drilled. 
The vast physical and economic waste, and the grave effect of that 
waste on the revenues and finances of the major oil-producing States, 
became a matter of deep concern to State officials. 

The deplorable losses of oil and gas, both above ground and in the 
reservoirs, SO conspicuous in east Texas existed in other fields as well. 
They made thoughtful men in the State and Federal Governments, 
and in the petroleum industry itself, conclude that some positive action 
must be taken to regulate the production of petroleum. What was 
needed was to reduce the physical waste to a minimum and thereby 
promote conservation. 

At the same time the experience of the petroleum- and gas-producing 
States in administering their conservation laws demonstrated that 
many of these laws were inadequate. Others were so inflexible that 
proper adjustments could not be made to meet the requirements of 
individual fields or to meet changes in operating conditions as they 
occurred from time to time. Unduly wide variations existed between 
the conservation laws, together with their implementing rules and 
regulations, in neighboring States. It was evident that some mechan- 
ism should be provided so that State conservation laws, rules, and 
regulations could be analyzed, compared, and revised to make con- 
servation efforts more effective. 

These were the circumstances that led to the drafting and execution 
of the interstate oil compact in Dallas, Tex., on February 16, 1935. 
The initial ratifying States were Oklahoma, Texas, New Mexico, 
Illinois, Colorado, and Kansas. The terms of the compact have stood 
unchanged since the time of its adoption. 

The compact provides for an interstate oil compact commission, 
to be made up of one representative from each member State. The 
commission has the duty of making inquiry and ascertaining from 
time to time ‘“‘such methods, practices, circumstances, and conditions 
as may be disclosed for bringing about conservation and the prevention 
of physical waste of oil and gas.” It is authorized to recommend 
measures for “the maximum ultimate recovery” of oil and gas. The 
member States also agree in the compact that they will enact, or 
continue in force, appropriate statutes for oil and gas conservation 
along lines described in the compact. 

In order to comply with the provisions of article 1, section 10, of the 
Constitution, it was necessary that the consent of Congress to the 
compact be obtained. To this end, the compact was transmitted to 
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the Congress by President Franklin D. Roosevelt on August 9, 1935. 
The Congress gave its consent to the compact on August 27, 1935. 

The stated life of the compact was for a period of 2 years, expiring 
on September 1, 1937. Upon five subsequent occasions the life of the 
compact has been extended by agreements entered into among the 
interested States and consented to by the Congress. The resolution 
which vou are considering today wouid sanction a further extension 
for a term of 4 years, expiring on September 1, 1955. 

Since the original ratification of the compact, many States have 
joined the compact organization, either as participating or associate 
members. Membership today includes the following States: Alabama, 
Arizona, Arkansas, Colorado, Florida, Illinois, Indiana, Kansas, 
Kentucky, Louisiana, Michigan, Mississippi, Montana, New Mexico, 
New York, Ohio, Oklahoma, Pennsylvania, Tennessee, Texas, and 
West Virginia. Of these 21 States the last to join, Arizona, was 
admitted to the compact at a meeting in Santa Fe, N. Mex., on April 
26-28, 1951. 

The Interstate Oil Compact Commission, during its 15 years of 
existence, has demonstrated in many ways its effectiveness as a means 
for promoting interstate cooperation in resource conservation. It bas 
worked out patterns for State conservation laws, and for the rules 
and regulations needed in administering those laws. Many of the 
States adhering to the compact, as well as other oil-producing States 
not yet members, have used these patterns as a basis for strengthening 
their own oil and gas conservation laws, either through amendments 
to existing statutues or through wholly new enactments. By bringing 
about greater uniformity in these laws, the complexities and uncer- 
tainties incidental to State regulation of petroleum production have 
been reduced. By improving the substantive content of State conser- 
vation laws, needless waste of oil and gas has been diminished. 

Another achievement of the compact commission has been to bring 
about more adequate recognition of the importance of stripper wells 
in the petroleum economy of the Nation. The commission has studied 
methods of secondary recovery of the oil in reservoirs in which the wells 
were approaching stripper stage, and has recommended special 
legislative and regulatory provisions to promote secondary recovery. 
More recently, it has undertaken similar studies looking to the 
unitization of oil fields prior to, or early in, their preliminary develop- 
ment so as to utilize most effectively the original reservoir energy 
in producing the maximum available amount of oil. The goal of these 
studies is to reduce the quantity of oil which must be left for recovery 
through more expensive and less economic procedures. 

The compact commission performs other services to its members, 
among which are the collection and dissemination of statistical and 
technological information of types which have an important bearing on 
conservation, but which otherwise would not be readily available. 

This partial listing of the contributions of the Interstate Oil Compact 
Commission to more effective State administration of petroleum 
resources indicates how the commission has advanced the cause of 
sound conservation. The commission has promoted orderly develop- 
ment and orderly production. Economic benefits from its work have 
accrued to the producing States, their political subdivisions, and the 
Nation as a whole. These benefits extend to all segments of the 
producing industry, and especially to the smaller operators. 
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The present emergency has brought about an intensification of our 
needs for liquid fuels which makes it more important than ever before 
that we manage our petroleum reserves wisely. The interstate oil 
compact has been a useful tool to that end. It can continue to be 
such a tool during the years immediately ahead. In order that inter- 
state efforts for oil and gas conservation may go forward without inter- 
ruption, | recommend the prompt enactment of House Joint Resolu- 
tion 206, or its companion, House Joint Resolution 211. 

Mr. Harris. That completes the statement of the Secretary, does 
it, Mr. Stewart? 

Mr. Stewart. Yes, sir. 

Mr. Harris. Do you have any additional comments you would 
care to make? 

Mr. Stewart. I have one very simple comment. 

In the early stages of development of the Petroleum Adminis- 
tration for Defense, particularly in the period when we were very 
short of men, we decided that as a Government agency we would do 
well to call upon the Interstate Oil Compact Commission and its 
staff, who function under the State regulatory bodies, to see to what 
extent they could help us carry the defense burden and to what extent 
they could assist in carrying on the actual work. We found that 
the compact commission, as a body, and each of the constituent 
bodies, which are the regulatory agencies in the several States, have 
given PAD wholehearted support and have made the Petroleum 
Administration’s job very much more effective. 

I think that is all I have to offer directly. 

Mr. Harris. Are there any questions, Mr. Thornberry? 

Mr. Wolverton? 

Mr. Woxrverton. Mr. Stewart, I am concerned with respect to 
what, if any, policy is being adopted either by your department or 
with the assistance of the Interstate Compact Commission or by the 
individual States to provide against the possibility that foreign demand 
will be great enough under the disturbed conditions in the Near East 
to prevent the United States consumers from having the oil and gas 
that apparently is so necessary in our own economy and yet in short 
supply. What are we doing to meet the foreign situation and at the 
same time to protect our own consumers? 

Mr. Srewarr. You are raising questions, Mr. Wolverton, on which 
IT am not fully qualified to testify offhand, but I can give you some 
broad idea 

So far the international situation has had very little impact on our 
domestic petroleum supply or demand. So long as we have available 
oil in foreign regions to supply the foreign demand I think we have 
very little to fear from any adverse impact here at home. ‘To explore 
the situation and to try to set up some program as distinct from a 
policy by which the foreign demand can be met without affecting 
materially our domestic supply, the Petroleum Administration through 
its foreign operations group is concentrating on the study of the 
foreign supply-demand problem. There is under discussion a vol- 
untary agreement under which the American companies operating 
in foreign lands could work out some procedure by voluntarily giving 
and taking to supply the foreign requirements from foreign sources, 
thereby protecting not only our own supply for our own domestic 
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needs but also to attempt to assure to us the additional supply of 
foreign crude which from time to time we must import. 

Mr. Wotverton. Well, in general terms that would be very 
reassuring. Personally I would want something more detailed in 
the way of information than that. 

Now, with respect to what our own companies can do, has any 
agreement been entered into by any number of our oil companies 
by which they will carry out that program to which you have just 
referred? 

Mr. Stewart. The drafting committee prepared the draft of such 
a voluntary agreement. That draft was discussed with the several 
Government agencies having some responsibility in the foreign field. 
The agreement is now in the hands of Mr. Charles E. Wilson’s organi- 
zation and they will consult with the Department of Justice prior 
to final approval of the form of agreement which is adopted under 
which the companies can recommend the taking of positive steps to 
balance foreign supply and demand. 

Mr. Wotverton. How many companies does that agreement cover? 

Mr. Srewarr. I cannot quote you that. 

Mr. Wotverton. As many as 16? 

Mr. Stewart. Eleven or twelve. 

Mr. Wotverron. As many as 16? 

Mr. Stewart. Upward of that. I cannot give you the exact 
figure, though. 

(The following matter was later submitted by Mr. Stewart:) 


DEPARTMENT OF THE INTERIOR 
INFORMATION SERVICE 


Petroleum Administration for Defense. 
For release April 24, 1951. 


PAD Sponsors MEETING ON WorRLD OIL SUPPLY SITUATION 


Representatives of 19 United States oil companies operating abroad have been 
invited to meet tomorrow (April 25) with representatives of the Petroleum Ad- 
ministration for Defense and other Government agencies to consider means of 
forestalling major dislocation of world supplies of petroleum products as a result 
of the curtailment of operations at the Abadan refinery in Iran, Deputy Petroleum 
Administrator Bruce Kk. Brown announced today. 

In telegrams inviting company representatives to attend the meeting, Mr. 
Brown said: 

“Recent developments in Middle East oil producing and refining centers, with 
particular reference to almost complete stoppage of operations at Abadan refinery 
in Iran, threaten major dislocation of petroleum products supply on world-wide 
basis which may seriously affect vital defense programs and interests of United 
States. 

“Situation requires immediate consideration by responsible Government 
agencies and United States oil companies operating shoud of actions which can 
be taken to maintain adequate supply and distribution of petroleum products on 
world-wide basis. 

“Formulation and adoption of voluntary agreement or plan pursuant to section 
708, Defense Production Act, appears possible method of meeting situation.” 

In addition to PAD officials, Mr. Brown said that representatives of the De- 
partment of State, the Department of Defense, the Office of International Trade 
of the Department of Commerce, the Economie Cooperation Administration, the 
Defense Production Administration, and the National Production Authority have 
been requested to take part in the meeting, which will be held at 1:30 p. m. in the 
Interior Department Building at Washington. 
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Company representatives invited to attend are as follows: 

Ralph K. Davies, president, American Independent Oil Co., 111 Sutter Street, 
San Francisco, Calif. 

uf 4 en president, Arabian American Oil Co., 505 Park Avenue, New York, 
aN. . 

R. H. ade president, Atlantic Refining Co., 260 South Broad Street, Philadel- 
phia, Pa. 

T. Reiber, president, Barber Oil Corp., 30 Rockefeller Plaza, New York, N. Y. 

W. H. agen chairman of the board, California-Texas Oil Co., 351 Fifth 
Avenue, New York, N. 

A. T. Proudfit, president, ‘Creole Petroleum Corp., 350 Fifth Avenue, New 
tom, he 

A. oy ra, president, Conorado Petroleum Corp., 620 Fifth Avenue, New 

york, . # 

Col. J. Prank Drake, chairman of the board, Gulf Oil Corp., Gulf Oil Building, 
Post. Office Box 1166, Pittsburgh 30, Pa. 

J. P. Getty, president, Pacifie Western Oil Corp., 417 South Hill Street, Los 
Angeles, Calif. 

K. 8. Adams, president, Phillips Petroleum Co., 80 Broadway, New York 5, N. Y. 

P. C. Spencer, president, Sinclair Oil Corp., 630 Fifth Avenue, New York 20, N. Y. 

Brewster Jennings, president, Socony-Vacuum Oil Co., 26 Broadway, New York, 
i a 

R. G. Follis, chairman of the board, Standard Oil Co. of California, 225 
Bush Street, San Francisco, Calif. 

Eugene Holman, president, Standard Oil Co. (New Jersey), 30 Rockefeller Plaza, 
New York, N. y 

L. ee president, Standard Vacuum Oil Co., 26 Broadway, New York, 


Lap Keck, president, Superior Oil Co., 601 West Fifth Street, Los Angeles, 
all 
W. 8. 8. Rodgers, ~— of the board, the Texas Co., 135 East Forty-second 

Street, New York, 

William F. hi onthe president, Tide Water Associated Oil Co., 79 Montgomery 

Street, San Francisco, Calif. 

Reese H. Taylor, president, Union Oil Co. of California, Union Oil Building, 617 

West Seventh Street, Los Angeles, Calif. 

Mr. Hesevton. Would you yield for a question? 

Do you know in what office of the Department of Justice that 
agreement is now? 

Mr. Stewart. No; I do not. 

Mr. Hesetron. Could you find out? 

Mr. Srewart. We can find out. 

Mr. Hesettron. Would you do so? 

Mr. Stewart. Yes, sir. 

Mr. Wotverton. I hope you will be more successful in getting 
some answer from them than this committee has been, so far, on this 
legislation. 

Does that agreement contemplate any of the supply to take care 
of the shortage in foreign demands being taken from our own domestic 
uses, or does it come entirely from foreign fields? 

Mr. Srewarr. The studies of our foreign group on foreign supply 
and demand are still in process. I do not have any figures indicat- 
ing what conclusions they have reached. Broadly speaking the 
situation is substantially this: The world requirements for petroleum 
today are approximately 11 million barrels. The domestic require- 
ment of the United States is 7 million barrels or a little more. 

The interruption at Abadan, if the Abadan refinery were entirely 
shut down, would cut about 550,000 barrels a day of products off of 
the foreign supply. The crude oil to some extent might be made up 
from other foreign areas without having any impact on this country 
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for the crude. The products requirement, however, is directly affect- 
ed because the Abadan refinery, having a 550,000 barrel-a-day 
capacity, represents some 10 percent of the foreign capacity outside 
of the iron curtain countries. There will have to be careful planning 
to make sure that refineries in foreign lands are operated to capacity 
in order to make up or attempt to largely make up that deficit that 
may be caused by interruption of the flow from Abadan. 

Mr. Wotverton. When you speak of foreign supply, to what 
countries do you refer? 

Mr. Srewarr. The principal oil-producing countries outside the 
United States. 

Mr. Wo.verton. Just enumerate them for us. 

Mr. Srewarr. Canada, Mexico, Colombia, Venezuela, Saudi Arabia, 
Bahrein, Qatar, Kuwait, Iraq, Indonesia, and Borneo. 

Mr. Wotvertron. What percentage of that foreign demand at the 
present time is supplied from the Near East? 

Mr. Srewarr. | cannot give you those figures. I can get them. 
On today’s basis it is a large percentage. 

(Mr. Stewart later stated that 67 percent of foreign demand is 
supplied from the Middle East. 

Mr. Wotverton. Has that been curtailed to any extent as yet? 

Mr. Stewart. Not as yet. 

Mr. Wotverton. Except in this Abadan field, is that right? 

Mr. Srewarr. Well, the Abadan situation comes about through 
the nationalization of the petroleum industry in Iran by the Iranian 
Government. 

Mr. Wotverton. What, if any, adverse effects can arise as a result 
of the nationalization of oil in Iran? 

Mr. Srewarr. That is a large question, Mr. Wolverton, that I am 
not competent to answer. 

Mr. Wotverton. Well, I mention it, of course, not with any 
intention of confusing you or discrediting in any way the testimony 
you have given, but to point up the fact that our supply of oil from 
that section of the country is very important at this time, and more 
so in the case of war, and, to such an extent that it requires us to give 
very careful consideration to what shall be our policy in this country 
with respect to the production and use of oil. 

It was my privilege to serve as a member of the Colmer committee 
which made a study of economic conditions in Western Europe in 
1945, immediately after the close of the war. I was also a member 
of the Herter committee which was preliminary to the Marshall plan 
legislation, which made its study in 1947. 

As I remember the figures that were placed before us, they showed 
that approximately 75 percent of the oil for Western Europe was 
coming from the United States and 25 percent from elsewhere. It was 
contemplated that this situation would be reversed by 1952 so that 
25 percent would be coming from the United States and 75 percent 
from the Near East, by the development of fields in Arabia, Iran, 
and so forth. : 

I remember distinctly asking the question at the time: 


What would be the effect in the event that your estimate of supply as a result 
of the Near East development would not take place; in other words if, for any 
reason, it failed? 
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The answer was that it would be disastrous so far as our Marshall 
plan aid was concerned and that there would have to be an entire 
revision, Which | think anyone could readily see, because of the 
impossibility of our continuing to supply 75 percent as against 25 
percent from elsewhere. 

If that were true at that time it seems to me it would also be true 
at this time. Therefore we are vitally concerned with what is the 
prospect of supply from the Near East. The reports that come from 
there at the present time are exceedingly disturbing. They could 
grow progressively worse under certain conditions, which we hope 
will not happen. 

You speak of the Abadan refinery strike and its result as being not 
very important. I have before me an article that appears in the 
magazine Oil Markets. I wish I had time to read it all, but that 
would take too much time of the committee; but from the beginning 
to the end it is filled with very important statements that leave no 
doubt that the strike at the Abadan refinery, with the resultant 
curtailment of production, is already being felt here in this country. 

For instance, I will read one or two quotations: 

The oil strike in Abadan on the Persian Gulf exerted an almost immediate 
tightening in supply at United States seaboard refineries last week. 

I do not have the date of this before me, but I think it was just 
recently. 

Mr. Harris. If the gentleman could supply the date, I think it 
would be very important. 

Mr. Wotverron. I will get the date, Mr. Harris, but the point 
remains just the same, Whenever it was it was immediately felt. 
The time element may be important, but not as much so in view 
of those words “immediate tightening.” 

Another quotation is: 

The 10-day partial shutdown at Anglo-Iranian Oi] Co.’s Abadan refinery has 
in the brief period of the strike created a ‘‘new’’ demand for about 4,000,000 
barrels of products. 

It goes on further to say: 

Some-oil men feared that continued interruption of work at Abadan may 
soon bring about a return of oil rationing in India, Australia, and other areas in 
the Far East. 

Cargo sales for export to companies affected by the Abadan strike were made 
by refiners on the Gulf coast, the east coast, and in California. Trade estimates 
of total sales at NPN press time run as high as 40 cargoes, most of them from 
the Gulf. 

Another statement is to the effect that: 

The effect of this “unusual”? demand was to “clear the market of surplus.” 


The CuarrMan. I was not here when this started, but this is aside 
from the field of our operations today? 

Mr. Wotverton. No; it is not, Mr. Chairman. 

The Crarrman. Which has to do with the oil compact, whether 
we ought to have an oil compact. 

Mr. Wotverton. Mavbe your conception of the oil compact and 
mine are different. It leads me to believe it is highly important for 
us to ascertain to what extent under the oil compact we are in a 
position to fix a policy that will conserve our oil products in this 
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country for the use of our own economy. I am bringing to the 
attention of this witness and to the attention of the committee, the 
fact that this one break in supply at Abadan as a result of a strike 
has already produced serious results that require us to provide addi- 
tional oil. 1 am trying to find out what the policy of this depart- 
ment is. 

The CuHarrMANn. The question is whether this has to do with the 
measure adopted by the States here. What they think is not calcu- 
lated to interfere with the supply or price is concerned, as to the oil 
we have. 

Mr. Wotvertron. That may be your opinion. Mine is different. 
If you do not want me to question the witness I will stop right now. 

Mr. Harris. I ask unanimous consent, Mr. Chairman, that the 
gentleman proceed. 

The CuHarrman. That is all right. We will give him unanimous 
consent, although I am not objecting. I prefer to let him go on. 
I was not here when it started. 

Mr. Wotverton. You are here now. 

The CHarrmMan. Go ahead. 

Mr. Wotverton. The matter looms large, in my opinion. 

The CHarrmMan. Yes. 

Mr. Wotverton. Whether it does in anybody else’s opinion or 
not. I think it is time we tried to find out what conservation means; 
whether it means getting the full return from our oil reserves or 
whether it means in addition to that the conservation of our limited 
oil supply for our own uses, and anything we can do to help the 
situation. 

The CuHarrMan. The term generally means preserving from waste. 
That is what is ordinarily meant. 

Mr. Worverton. Well, the way things are going it has a larger 
meaning, in my opinion. 

The CHarrMan. Proceed, Mr. Wolverton. I do not want to start 
an argument. 

Mr. Wotverton. I did not know I was starting one either, Mr. 
Chairman. I will finish very quickly. 

Quoting further: 

Requests for products to replace production lost in the Middle East tempo- 
rarily overshadowed the fact that domestic demand continued strong in most 
er a Gulf, traders declared that offerings of gasoline testing 85 octane 
research and above were virtually unobtainable. On the west coast, supplies 
of gasoline at inderendent refineries were tight. 

I could go on reading more with reference to the Atlantic coast, 
but I am certain that my friend from Massachusetts will take care 
of that portion of the inquiry because of its effect upon the district 
that he has always been so much interested in. 

Now, what I have in mind, Mr. Chairman, if I may ask the witness, 
is this: Does this agreement of 16, or more less, companies to take 
care of this additional foreign demand contemplate the cutting down 
of supply for use in the United States? 

Mr. Srewarr. Not at all. It is designed and is aimed not only 
to take care of the foreign requirements from foreign-produced crude, 
but at the same time to supply the necessary amount of crude and 
products which must be imported into this country to supplement 
our own domestically produced supply. 
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Mr. Wotverton. Do you contemplate that if this condition in the 
Near East continues or if it grows worse that we will be back on a 
rationing program in this country? 

Mr. Stewart. If the condition that we now face in Iran continues 
as is today it will have no effect on us. If conditions get worse 

our guess is as good as mine as to what would happen, because if a 
arge portion of the world supply of crude oil were suddenly denied 
to the free nations’ markets and if we then from the Western Hemi- 
sphere had to meet their requirements as a matter of defense, we 
would have to meet them willy-nilly, whether that meant rationing 
or not. But that would be so close to all-out war that it is one of 
those questions I have not studied out. 

Mr. Wotverton. Well, if the condition developed to the extent 
that it would be necessary for us to supply more than 25 percent of 
the oil to western Europe, would that bring about the necessity for 
rationing in this country? 

Mr. Srewart. I do not think so. We are not supplying any 25 
percent, and have not been. 

Mr. Wotverton. How much do we supply now? 

Mr. Stewart. Our exports are running about 200,000 barrels a 
day. The total foreign requirements are something in the neighbor- 
hood of 4 million barrels a day. 

Mr. Wotverrton. Is that diminishing supply on our part to west- 
ern Europe due to the supply coming from the Near East to meet 
their demands? 

Mr. Srewarr. Yes; the increasing availability of crude oil and 
products in the Near and Middle East. 

Mr.Wotverton. What, if any, study is given to the production of 
oil in Mexico? 

Mr. Stewart. We have that under continuing study and review. 
That is being considered along with and in the same category as 
the— 

Mr.Wo.verron. You say it is being considered? 

Mr. Srewarr. It is being considered just exactly like we are con- 
sidering availability from Colombia and Venezuela and any of the 
other foreign countries. me 

Mr. Wotverton. Have our supplies in storage gone down? | 

Mr. Srewarr. Our crude oil supply and crude oil storage is slowly 
building. Products, such as kerosene, distillate, and Diesel fuels, are 
growing at about the same rate that they grew last year. Residual 
fuel is holding about steady. 

Mr.Heseiton. Did you say they were growing? 

Mr. Stewart. The middle oil storage is growing. Residual oil 
stocks are just about level. 

Mr. Wotverron. What is the percentage of demand increase this 
year over last? 

Mr. Stewart. In the over-all it is running about 10 percent higher. 

Mr. Wotverton. What was the increase of last year over the pre- 
ceding year? 

Mr. Stewart. About the same figure, about 11 percent in 1950 
over 1949. 

Mr. Wotverron. So that our domestic demand is continually in- 
creasing at the rate of about 10 percent each year? 

Mr. Stewarr. It has for the last 2 or 3 years and so far this year. 
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Mr.Wo.tverton. Has any study been made of the increased use of 
oil for Diesel engines, manufacturing purposes, and that sort of thing? 
Is that growing? 

Mr. Srewarr. All those uses are growing. Detailed studies are 
under way to determine just exactly what is available and what the 
trends are at the present time. 

Mr. Wotverron. What percentage of increase do you expect this 
vear or next year for use in those categories where there is an apparent 
increase each year? 

Mr. Stewart. Quotingfrom memory, the Petroleum Administration 
for Defense forecast indicates about 10 percent for 1951 over 1950. 

Mr. Wotverron. Is that the over-all increase? 

Mr. Srewarr. Yes; that is the over-all increase and, too, I think 
it is running about 5 percent for 1952 over 1951. 

Mr. Wotverton. Mr.Chairman, there are other questions I would 
like to ask, but I have taken more time now than I should have 
taken. 

However, I do want to emphasize that in my consideration of this 
legislation the questions I have asked are not based upon any feeling 
upon my part that the Interstate Compact Commission has not done 
a fine job, but 1 am concerned from the standpoint of our over-all 
policy, so far as our Government departments are concerned, with 
such help as can be given by the Interstate Compact Commission and 
the several regulating authorities in the different States, and my per- 
sonal opinion is that the situation is so involved from a world stand- 
point and with the apparent increased demand that comes in our own 
country that we must give very careful consideration to this whole 
question of supply and demand, from a foreign as well as domestic 
standpoint, as our resources of oil will sooner or later be out, and we 
will be on somebody else’s doorstep asking for help, and T hope that 
time never comes. 

The Cuatrman. Mr. Harris. 

Mr. Harris. Yes, very briefly, Mr. Chairman. 

Mr. Harris. I share the same concern that Mr. Wolverton has 
expressed regarding the seriousness of the situation that very well 
could develop from the middle eastern problems. I recognize, as a 
matter of policy, however, that that is a question of nationalization 
within the country itself and the immediate controversy over there 
as it would affect the company of another foreign government too. 
It puts this country in a little difficult position, it seems to me, when 
trying to help to resolve a matter of that kind, and it makes it a little 
difficult to approach. On the other hand, like the gentleman from 
New Jersey said, it is one of over-all importance, and “of world conse- 
quence, and this country cannot afford to sit idly by without giving 
very close and special attention to it as it does affect the domestic 
problems in the oil industry, and, consequently it affects the problems 
of the interstate oil compact agreement that we must consider. 
However, in order that the record may be clear on it, ts it not a fact 
that the Abadan Oil Refinery is running just about to full capacity 
at this time? 

Mr. Srewarr. Right now it is, or was up until the end of this week. 

Mr. Harris. Is it not a fact that the production of that 550,000- 
barrel refinery, as has been reported, went down to 100,000 barrels 
per day during those few days of serious, critical moments? 
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Mr. Stewart. That is right. 

Mr. Harris. And we lost in production through that refinery’s 
position about 7,000,000 barrels, is that correct? 

Mr. Stewart. That is correct. 

Mr. Harris. And, consequently, as serious as the situation over 
there is, and as important as it is to this country to observe it, the 
fact still remains that as of today there is no impact in this country 
or on the industry in this country or the effect it would have on the 
demand on this country as of yet, and the refinery is running and 
supplying both the military requirements in that area over there, and 
the western European area that it was promoted to protect in the 
last 3 or 4 years? 

Mr. Srewart. That is correct. 

Mr. Wotverron. Mr. Harris asked me about the date of the pub- 
lication from which I was quoting during my questioning of Mr. 
Stewart. It is April 25, 1951, and in that connection may Palos call 
attention to the fact, as bearing upon the matter that Mr. Harris 
just referred to that on the Gulf coast this magazine reports: 

Export buyers who have been cut off from their supplies by the refinery strike 
in Iran came into the Gulf cargo mark>t last week for “unlimited quantities,” 
and trading was reported active. These foreign inquiries appeared at a time 
when product supply already was tight. and the effect has been to ‘‘clean’’? most 
refineries of any surplus whatsoever. 

I just mention that to show that if the supply of oil is shut off in 
Iran it would have that effect. 

Mr. Harris. Had that condition continued over there it would 
have been very, very serious. 

Mr. Hesevron. Is it your opinion that under the interstate compact 
the oil wells in the producing States are producing at the maximum 
efficient capacity, or whatever terminology is used? 

Mr. Srewart. In some States, and some fields within the oil 
States some of the wells are producing at their maximum efficient 
rate, but not all of the wells in all of the fields. 

Mr. Hesevton. What proportion of the production would you say 
is coming from wells that are producing at the maximum efficient rate 
as against those that are not? 

Mr. Stewart. I could not give you percentages on that, but I can 
give you an indication. 

The State of Texas is producing almost 3,000,000 barrels a day. 
It is producing 3,000,000 in round figures. The maximum efficient 
rate for the State as now estimated by the State Railroad Commis- 
sion, as Governor Shivers quoted this morning, is about 300,000 to 
350,000 barrels more, so that on that basis there would be a relatively 
small percentage of the wells even in Texas that were not producing 
close to it. 

Mr. Hesetron. That is the daily rate? 

Mr. Stewarr. Yes; that is the daily rate. 

Mr. Hesevtron. You are familiar, I take it, with the report of the 
Senate committee in the Eightieth Congress, first session, the Small 
Business Committee, on oil supply and distribution problems? 

Mr. Srewarrt. I have read it. 

Mr. Hesetron. In that report, referring to the State of Texas, in 
connection with the crude oil production figures for the period monthly 
between January and September 1948, inclusive, it shows that not 
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less than 6,150,000 barrels were underproduced each month in that 
period, and the high ran to 7,585,000. Do you think that is con- 
tinuing to be the case in terms of the total allowable against the total 
production? 

Mr. Srewarr. I cannot answer that flat-footedly, Mr. Heselton. 
A State will set an allowable, which is based on their own individual 
rules and regulations. Within the State in a given month the vicissi- 
tudes of production will affect the production of this well or that well 
or a lease as a Whole. As a rule the actual production underruns the 
State allowable by some small margin. 

Mr. Hesexron. I notice in the paper today that there is a meeting 
of the Texas Railroad Commission on Friday with the purchasing 
agencies. As I understand it, that is the purchasing agencies of the 
oil. Is that your understanding, in order to determine the allowable? 

Mr. Stewart. If that is the Friday meeting that is what it is. 

Mr. Hesetron. So that the oil companies present before the State 
commissioners what they expect to buy in that State; is that right? 

Mr. Stewart. That is right. 

Mr. Hese.ron. Then the oil companies figure out what each one is 
allowed to produce for transportation in interstate commerce? 

Mr. Stewart. That is right, or within the State. 

Mr. Hesetron. Do they ever match; do the figures ever match, 
the total demand and the total allowable? Is that ever the same 
figure? 

Mr. Stewart. I cannot say whether they do or not, but if they did 
it would be an accident. 

Mr. Hesston. What? 

Mr. Stewart. If they did, it would be an accident, if they exactly 
matched. 

Mr. Hesetron. You do not think it is an accident if 8 out of the 
first 10 years actually show that the total production allowable was 
substantially under the total demand? 

Mr. Stewart. Well, the total demand as established by what? 

Mr. Hesevtron. By the actual amount produced. Do you think 
there is anything accidental about that? 

Mr. Stewart. I do not understand. 

Mr. Hesetton. Let me read from the committee report. 

While Mr. White states that the monthly forecasts of demand “are not 
recommendations of production, but information for the use of such agencies as 
may have authority to determine production policies’”’ the fact that Texas claims 
that it ‘has always produced all of the oil that has been indicated as needed by 
the Bureau of Mines in its monthly certified estimate of crude needed”’ and the 
fact that in 10 out of the 12 vears his estimates were below demand, indicates 
their use as the guide and the consequences resulting from regularly hitting below 
the actual demand. 

Now in 10 out of 12 years that happened. 

Mr. Stewart. You are comparing the Bureau of Mines forecast 
with the actual production as recorded; is that right? 

Mr. Hesetron. But the Bureau of Mines forecast is the recom- 
mendation upon which the local regulatory commissions work out 
their allowable; is it not? 

Mr. Srewarr. I do not understand it as such. 

Mr. Hesetton. Well, you did read in that committee report, did 
you not, language to this effect: 
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It seems to the committee that the interstate oil compact commission has gone 
far beyond the laudatory purposes cited in its compact, the basis upon which the 
Congress acted in approving same. Hence, it is recommended that the appro- 
priate committees of the Congress look into the operation of the compact with a 
view to either repealing the authority or the enactment of proper amendments to 
safeguard the public interest. 

And again before this committee in 1950 when the Federal Trade 
Commission appeared in behalf of the resolution, it contained this 
language: 

We have received complaints that the use of the interstate compact has been 
directed to other problems than the prevention of physical waste. 

Later Commissioner Carson said that they had received so many 
thousands of complaints they had to largely abandon the investigation. 

Now, there is complaint from other sources. There has been testi- 
mony here that everybody is unanimously for it, and I think that 
side of the picture should be taken into consideration by you as a 
Government witness. 

Do you maintain that the operations under the compact are entirely 
and exclusively a matter of engineering operations, and have nothing 
whatsoever to do with keeping the supply down so that prices will be 
stabilized, or, at least, will not drop? Do you maintain that? 

Mr. Stewart. Yes, sir; Mr. Heselton. There has been a world of 
confusion as to the exact function of the interstate oil compact. That 
compact and its Commission works strictly on conservation problems. 

Now, the State regulatory bodies in those States having proration 
laws handle their own control of production, and they handle it on 
whatever basis seems suitable for themselves. Now, the compact as 
a body, in the 2 years of contact I have had with it, has had nothing 
at all to do with the regulation of the amount of oil that will be 
allocated or set up for a given time. 

Mr. Hese.ron. From an economic standpoint, at least, when you 
get into the field of limiting production you certainly affect the price, 
do you not? 

Mr. Srewarr. It depends on how that production is limited and 
why. 

Mr. Hate. What did you say? 

Mr. Stewart. It depends on how it is regulated and why. 

Mr. Hesevron. On June 4 there was an article in the New York 
Journal of Commerce indicating more exactly what you told Mr. 
Wolverton had been increased demand. It also indicates that the 
Bureau expected imports to average 897,000 barrels daily in the second 
quarter, rising to 935,000 in the third, and to 1,011,000 in the fourth 
quarter. 

If we are so dependent upon a substantial increased amount of 
imports, and as Mr. Wolverton has indicated there is a possibility, 
not a probability, of the loss of some substantial proportion of the 
550,000 a day being produced in Iran, do you not think emphasis 
should be laid, as a matter of precaution, having in mind that your 
office advised me several times that the forecast for the Northeast 
looks as if production can be in a very difficult situation in the fall 
and winter, particularly with the distillates, and because of the possi- 
bility of difficulties in transportation, do you not think more emphasis 
should be placed upon not the oil companies’ estimate of what they 
are going to buy, but upon what the public is going to use? 
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Mr. Stewart. I think that there, again, is a bit of confusion, Mr. 
Heselton. As I understand it—and you have men here from the State 
railroad commission, who can tell you more precisely than I can— 
but as I understand it the companies’ representatives nominate the 
amount of oil they would like to have in the succeeding month, and 
the railroad commission takes the nominations into consideration 
along with all of the other information that they have available. 

Mr. Hesevron. Well, I would like to get at it directly. Do you 
contend that iimitation of supply does, in fact, lessen demand, and 
will affect prices either one way or the other, either in stabilizing or in 
creating alleged shortages which result in increased prices? 

Mr. Stewart. A limitation in production, and an arbitrary limita- 
tion undoubtedly would have that effect. 

Mr. Hace. I cannot hear you, Mr. Stewart. 

Mr. Stewart. A limitation on production would certainly tend to 
stabilize prices, and if that limitation was severe enough it might have 
a drastic effect, but in the time I have had a chance to observe it. in 
watching the operations of the State regulatory bodies I have not seen 
any such effect, and the Compact Commission as a commission has 
nothing at all to do with it. 

Mr. Hesetron. I think you said that there was an increase in the 
residuals in stock. 

Mr. Stewart. The residual stocks are holding about steady. 

Mr. Hese_ton. What about the rest of the fuel oils? 

Mr. Stewart. The rest of the fuel oils are slowly climbing. 

Mr. Heseiron. They are slowly climbing? 

Mr. Stewart. Yes. 

Mr. Hesetron. In the National Petroleum News of June 6, 1951, 
it is stated: 

Prices Jate in May showed little or no regard for what the trade calls seasonal 
influences. 

Heavy fuel prices, in other years somewhat easy with the approach of summer, 
ranged higher in amounts of from 17 to 31 cents per barrel at points along the 
Atlantic seaboard. 

It is mighty difficult for me to understand why all of these trends 
are initiated, and the emphasis here is laid upon the engineering side 
of this, and yet everybody admits that the demand in terms of what 
the oil companies say they want to buy is one real factor that goes into 
the development and the establishment of allowables. How anybody 
can deny that does not have its effect on decreasing supply or holding 
up the supply and either stabilizing the price in such a way as to raise 
it, even in the face of maintaining stocks is beyond me. — 

Mr. Stewart. Well, Mr. Heselton, this function of setting up allow- 
ables is a function of the individual State regulatory bodies, and the 
compact has nothing to do with it. 

Mr. Hesetron. Then why do you need the compact? 

Mr. Stewart. The compact has proven immensely valuable over 
the years in developing sound conservation principles. 

Mr. Hesetron. Could not the States do that themselves? 

Mr. Stewart. They did it with the result that there were twenty- 
odd different types of conservation laws and few of them sufficiently 
broad or sound to cover all requirements. 

Mr. Hxesevron. Have you seen this agreement, Mr. Stewart? 

The CuarrmMan. Mr. Heselton, vour time has expired. 
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Mr. Hesevrton. I have only one point on this. Have you seen that 
agreement? 

Mr. Srewarr. Which one? 

Mr. Heseitron. The one that Mr. Wolverton brought up. 

Mr. Stewart. No. 

Mr. Hersevron. Is there anyone here who has seen it? 

Mr. Srewart. No. 

Mr. Hrset LTON. Has someone in the Department seen it? 

Mr. Srewarr. The Department is assisting in preparing it. The 
members of our foreign operating staff have assisted in formulating 
.the agreement. 

Mr. Hesevtron. Who was chief of that group or committee? 

Mr. Srewarr. Mr. C. Stribling Snodgrass, Assistant Deputy Ad- 
ministrator in charge of Foreign Petroleum Operations. 

The Cuarmman. Mr. Carlyle. 

Mr. Cariy.ie. Of course, I understand many of the advantages 
that would naturally ensue from a working agreement or compact 
between the oil-producing States in order that they might cooperate 
with each other in conserving oil, but I am not thoroughty familiar 
with this legislation. 

I know that Congress gave its approval by way of resolution in 
1935, and I think five additional resolutions were passed in this con- 
nection. Can you tell me why it was considered necessary for the 
Congress to approve such g compact or organization between oil- 
producing States? I can understand why it was desirable, but I was 
just wondering if it was considered necessary. 

Mr. Svewarr. To understand the situation you would have to 
understand the chaotic conditions that affected the oil industry and 
the States which were dependent upon revenues from that oil industry 
for a major portion of their tax money. 

The situation up to 1935 was bad. No two States had conservation 
measures that were of the same type. Some of them had regulations, 
and some of them did not. se 

In early 1930 there was a very definite drive to set up a Federal 
Petroleum Coordinator under a Federal Conservation Administration, 
who would control production throughout the United States and regu- 
late it to suit his own ideas. 

The State bodies did not like that and out of that and the investi- 
gations of the situation, some of them by congressional committees, 
was evolved the idea of an interstate compact as between States. 
Now, that compact between the States, to have legal effect, as T under- 
stand it, must have the sanction of the Congress. 

Mr. Caruyie. You have answered my question. I was just wonder- 
ing if it was considered necessary for a compact of this nature to re- 
ceive congressional approval, or whether it was just considered desir- 
able that such approval be obtained by those resolutions. 

Mr. Srewart. Apparently under the Constitution, and I think 
Secretary Chapman referred to that, that was necessary to give the 
compact legal status. 

Mr. Cariyte. I can understand that. I was just wondering 
whether this was a compact of such a nature it would require congres- 
sional approval; and you say it has. 

Mr. Srewarr. Apparently it has. 

Mr. Cartyve. That is all. 
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The Cuatrman. Mr. Hale. 

Mr. Hate. Is it not pretty clear that if more oil were actually pro- 
duced it would be cheaper? 

Mr. Stewart. Do you mean by that that if the allowable was in- 
creased? 

Mr. Hae. If vou put more oil on the market. 

Mr. Srewarr. If you threw more oil on the market that the oil 
would be cheaper? 

Mr. Hate. Yes. 

Mr. Stewart. It would be for a little while, and then as soon as 
that flush production was gone you would be paying through your - 
nose for the oil you did get, and we would be forced to gradually 
increase our imports to make up the difference. 

Mr. Hate. I understand, but I am not talking about the dimin- 
ishing reserve. For the moment, at least, the more oil you put on 
the market the cheaper it would be. 

Mr. Srewarr. For a very short period, and then it is followed by 
a period of scarcity. 

Mr. Hate. If you restrict the amount of the oil put on the market 
you tend to raise the price, do you not? 

Mr. Stewart. It would have that effect, certainly. It would have 
the effect of leveling the prices. 

Mr. Hare. Then what you say, as I understand it, is that the 
considerations of our oil reserve are more important to the Nation 
than the consideration of giving the consumer a cheaper product; 
is that right? 

Mr. Stewart. Probably the first requirement there is to make sure 
that the consumer has abundant products at reasonable prices, but 
you cannot assure that to the consumer if you give him a flood one 
week at give-away prices, and then the next week undersupply him 
and have prices skyrocket. It is far better to stabilize all the way 
through than to have a series of feasts and famines. 

Mr. Hate. It is not a question of week to week; is it? It would 
be a matter of a year or so, would it not, before the diminishing reserves 
began to be felt? 

Mr. Stewart. It is not a matter of diminishing reserves. It is the 
matter of the availability of flush production—the production that 
can be readily and quickly thrown on the market. In the United 
States we have a limited amount of that available. Too large a 
proportion of our production is coming from pumping wells that will 
only pump a certain amount of oil every day. When you throw the 
flush production on, it is a matter of sometimes weeks only before that 
production has declined to the pumping stage. It is only through the 
conservation practices that have been set up that the Nation and the 
oil States themselves have been able to level off and hold steady that 
producing rate which keeps the field operating, and keeps the operators 
in business. 

Mr. Hate. Each of the States parties to this contract have regular 
commissions and do regulate production. 

Mr. Srewart. Yes. Each State has or can have the right to set 
up its own regulatory body. 

Mr. Hate. It is pretty hard for me to figure why, if each State 
has its own regulatory body, the compact between States is indispens- 


able. 
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Mr. Stewart. The compact has nothing to do with the regulation 
of production within the States and the compact is merely a forum 
in which the States have a right to get together and discuss the basic 
philosophies of conservation. 

Mr. Hate. They have a right to do that without the compact. 

Mr. Stewart. They have, but under the law as it appeared to the 
men who organized the compact, they considered a legal compact 
was advisable. 

Mr. Haute. Has the Department of the Interior ever discussed this 
with the Department of Justice? 

Mr. Stewart. I would not know. 

Mr. Have. As far as you know, it has not? 

Mr. Srewarr. It has not in the time I have been there, but I would 
not know whether they had in the past. 

Mr. Hause. You have been with the Department of the Interior 
for some time; have you not? 

Mr. Srewarr. About a year and a half. 

Mr. Hate. That is all. 

Mr. Cuenowetu. Mr. Stewart, I think we ought to keep the record 
straight. There seems to be an innuendo in some of these questions 
which my colleagues have asked which would leave the impression 
that this group comprising the compact are engaged in some sinister 
nefarious design to control prices of oil in this country. Now, have 
you received any such complaints as that? 

Mr. Stewart. We have received plenty of them, Mr. Chenoweth. 
It is a commonly held view on the part of a great many people who 
simply are uninformed on what the compact is and what it does. 

Mr. Cuenoweta. I have never received any complaints in my 
office as a Member of Congress that this compact commission was 
engaged in anything but a very constructive and worth-while endeavor 
So I am surprised to hear about these complaints. I think Mr 
Heselton read from a report that said thousands of complaints have 
been received. I have never heard anything about them. 

Mr. Srewarr. I hear them from time to time, and usually from 
disgruntled marketers who think that if they had a flood of oil, they 
could sell more oil more cheaply. They blame it on the compact, 
and the compact has nothing to do with it. 

Mr. Cuenowetn. Is it not a fact, Mr. Stewart, that those who 
originally conceived the idea of the compact commission and those 
who have largely been responsible for its continuation are men like 
Mr. Downing in Denver, and others who have devoted unselfishly of 
their time and effort over the years to bring about a prevention of 
waste in our resources so far as oil and gas is concerned? Is that not 
correct? 

Mr. Stewart. Yes, sir. 

Mr. Curenowetu. Is that not the situation today? 

Mr. Stewart. Yes, sir. 

Mr. Cuenowetu. For that reason I am surprised to learn about 
the criticism and complaints concerning the work of the compact 
commission, because it is something entirely new to me. I want to 
ask just one other question, and that is relating to Mr. Wolverton’s 
question on the supply of oil and gas. 

Have you given any thought to the production of synthetic fuels 
from coal and oil shale? 
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Mr. Stewart. Yes. 

Mr. CuenowetH. Would you care to state to the committee just 
what your observation is as to what the need is for that exploration 
to be made? 

Mr. Srewarr. That is a question, Mr. Chenoweth, on which we 
have had within the Department considerable discussion. The 
Secretary is urging that synthetic fuels plants be provided forthwith. 
Some of us who are closer to the oil end of it are not so sure that the 
time has yet come and we have some reservations on the immediate 
necessity for the program. We all agree, however, that the synthetic 
liquid fuel program should be advanced to the point where, if or when 
it is needed, it can readily be provided for. 

Mr. Cuenowetu. I take it you do not favor the immediate con- 
struction of such plants. 

Mr. Srewarr. I do not know. I do not disfavor it, but I simply 
do not know as yet. I asked last summer for studies by the National 
Petroleum Council committees of the Bureau of Mines reports, and 
those studies are not yet completed, partly because the Bureau of 
Mines data are not quite complete. I expect to get those reports 
forecasted in next September. Short of getting that information, I 
would be reluctant to say whether I think the time is present or 
whether it is somewhere down the road. 

Mr. CHENoweTH. You just do not care to commit yourself? 

Mr. Stewart. That is right. 

Mr. Harris. Will the gentleman yield? If industry can develop 
it on a competitive basis, you would have no objection to that; 
would you? 

Mr. Srewarr. I would be happy if they would get to work on it 
tomorrow. 

Mr. Wotverron. I have introduced several bills on the subject of 
synthetic oil, and it has always been my understanding that the De- 
partment of the Interior favored the bills. 

Mr. Stewart. The Department does; that is, the Secretary himself 
has favored them. 

The CuHarrman. That has nothing to do with the bill that is pending 
before us. 

Mr. Cuenowernu. I will not push it any further. Thank you, 
Mr. Chairman. 

Mr. Wotvertron. Mr. Chairman, may I just speak for a moment 
and try to clear up the situation that I think is doubtful in the minds 
of some members of the committee, judging by the questions? Several 
have asked the question as to what is the purpose and the effect of 
the compact. Of course, it goes back a long way. Its creation 
seemed to be necessary at the time. As I take it, there is nothing 
in the compact that binds one State or another so far as its laws are 
concerned. It acts in an advisory capacity, and the States have 
agreed that so far as they could, they would carry out the recom- 
mendations, but there would be no definite obligation by this compact 
that could be placed on a State as to what its laws should be or its 
rate of production. I think it is somewhat similar to the situation 
that exists in the United Nations. It is a talking forum that keeps 
all parties together to discuss what is for the best interests of the 
industry, and then leaving it to the individual States to determine 
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what they shall do with respect to those matters that are recom- 
mended by the interstate compact; is that about it? 

Mr. Stewart. That is very well said. 

The CuarrMan. Thank you, Mr. Stewart. 

Mr. Stewart. Thank you very much, Mr. Chairman. 

The CuHarrMan. The next witness will be Mr. Brown, of the 
Independent Petroleum Association of America. 


STATEMENT OF RUSSELL B. BROWN, GENERAL COUNSEL, 
INDEPENDENT PETROLEUM ASSOCIATION OF AMERICA 


Mr. Brown. Mr. Chairman and gentlemen of the committee, if 
permitted, I will read the statement [ have prepared on this. I have 
copies for distribution to the committee. 

My name is Russell B. Brown. I am general counsel for the Inde- 
pendent Petroleum Association of America, which is a trade associa- 
tion within the domestic petroleum industry of the United States, 
dealing primarily with problems of production of crude oil and 
natural gas. The membership of this association is widespread, with 
members from all of the oil-producing States and areas of the United 
States. 

In response to an invitation from your chairman, dated June 4, 
indicating that the committee desired a witness from the oil industry, 
I appear before your committee on the extension of the interstate 
oil compact. 

We appreciate very greatly the invitation of your chairman and 
the opportunity of appearing before your committee on this important 
subject. 

To your committee the industry and the Government are indebted 
for early recognition of the need for and possible value of State com- 
pacts to deal with oil and gas production problems. In 1934 a sub- 
committee of this committee, after extended hearings, strongly urged 
upon the oil-producing States the adoption of State compacts to deal 
with the problems of production of petroleum. 

Through the compact method, our Constitution provides an 
elasticity in government, where local-problems of common interest to 
a limited number of States may be met by State governments in the 
area where the problem is understood and where the laws may be 
administered by officials who are familiar with the problem, near the 
home and field of operation of those affected thereby. 

The interest of the other States not parties to the compact but con- 
stituting members of our Federated Union is protected by the require- 
ment for approval by Congress of all such compacts. The occasion 
of such approval furnishes an opportunity for inquiry as to the various 
activities and practices under the compact. Hence this hearing, where 
those concerned may appear for the fullest possible examination. To 
this end I am glad to submit myself for whatever inquiry may be 
pertinent. 

First I should state the position of the oil industry as I interpret it in 
regard to the Interstate Oil Compact Commission. 

This compact was first agreed to on the 16th day of February 1935. 
This agreement was first approved by Congress August 27, 1935, and 
through successive renewals has been in existence since that time. 
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There I am striking a line from my testimony, the line reading: 
“Originally agreed to by representatives of the States of Oklahoma, 
Texas, California, and New Mexico.” I strike that because there is 
some confusion as to my information and I do not think it is important. 

It was ratified by the legislatures of the States of Colorado, Illinois, 
Kansas, New Mexico, Oklahoma, and Texas. Since then it has been 
agreed to by a number of States, until now I understand there are 20 
States members of the compact. 

This compact is an agreement. between States with the approval of 
the Congress of the United States, and, as such, there is no provision 
for industry membership or industry participation, yet the industry 
is greatly concerned with the activities and the success of the declared 
purposes of the compact. The purpose of the compact is set forth in 
article IT of the compact, as read to you by the distinguished Governor 
of Texas, and I will not repeat it. 

This purpose is precise, definite, and brief and is limited by article 
V, which reads as follows: 

It is not the purpose of this compact to authorize the States joining herein to 
limit the production of oil or gas for the purpose of stabilizing or fixing the price 
thereof, or create or perpetuate a monopoly, or to promote regimentation, but is 
limited to the purpose of conserving oil and gas and preventing the avoidable 
waste thereof within reasonable limitations. 

Therefore, we interpret the compact between States producing oil 
to have as its sole and ultimate purpose conservation of oil and gas. 
In this subject the oil producer has a vital interest. From its organiza- 
tion it may be observed that, like governmental agencies, we have 
neither the authority of appointing the membership nor the privilege 
of being a member of such body, but we are vitally affected and there- 
fore interested in its successful procedure. 

The oil producer has from the beginning of production of petroleum 
in the United States been constantly confronted with engineering, 
technological, and other operating problems, many of “ich present 
new situations with which the producer as an individual may or may 
not have had experience. The producer recognizes, however, that 
whatever promotes the proper conservation of oil may serve a useful 
purpose, both to the producer and consumer of oil and also to his 
Government. The oil that is wasted is lost to the producer; the oil 
that is saved he may sell. Therefore, he has a personal interest in a 
proper promotion of conservation within the industry of which he is 
a member. 

The producer of petroleum also recognizes a responsibility of con- 
tinuing to the best of his ability to find and provide a supply of oil 
sufficient to meet the expanding economy of the United States and 
at the same time to preserve the Nation’s welfare and security. Ex- 
perience has demonstrated that through proper conservation practices 
the industry is better able to meet this responsibility. 

During the 15 years of operation under the compact, we have had 
much experience on which to base an appraisal of the activities of 
the compact and are capable of judging the effectiveness and results 
of its operation. In our judgment, during this time the cause of con- 
servation has been materially and substantially served through the 
Interstate Oil Compact Commission. 

To illustrate, we know that the compact during this period has 
grown from a membership of a few States to one of 20 States, which 
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indicates that its program and activities have encouraged the ac- 
ceptability of its purpose by many in these States. Also during this 
period we know that the daily production of the industry has in- 
creased from 3,000,000 barrels daily to a current rate of more than 
6,000,000 barrels daily. Although producing and using oil at this 
increased rate, at the same time the industry has been able to increase 
its known reserves from about 12 billion barrels in 1935 to approxi- 
mately 30 billion barrels as of now. 

One specific program of the compact which serves as an example 
of the type of work it performs and one which has contributed greatly 
to this increasingly healthful condition of the industry has been its 
program with respect to secondary recovery. The compact in pro- 
viding a forum for the exchange of ideas and information has greatly 
encouraged the industry to develop new methods of producing oil. 
Under these new methods, the industry today is able to bring to the 
surface a far greater portion of the oil that originally is in the pro- 
ducing formation. As a result of this type of study much information 
has been developed and distributed which has enabled the industry 
to recover from the production horizon of many areas two or three 
times the amount of oil that would have been expected previously. 

Not all oil-producing States are members of the compact. For 
reasons that may be local, or for no reason at all, some oil States 
have not seen fit to associate themselves with this compact. Like- 
wise many individual petroleum producers are either not concerned 
or do not believe in such laws. 

The industry as a whole practices conservation. The various State 
laws are largely a legislative recognition of practices developed within 
the industry and recognized as helpful to their operation and to the 
conservation of petroleum. 

In recognition of the fact that conservation laws must vary widely 
so as to take into consideration local conditions and the political 
nature of the different States, our association, which is national in 
scope, takes no part in determining the nature of the various State 
laws. Our members resident in the various States do. 

The conservation practices are the gradual development out of the 
experience of the industry. First confronted with the peculiarities of 
the character of petroleum, and particularly its migratory nature, the 
producer of petroleum was forced to recognize that he could not freely 
operate an individual property without the possibility of either 
getting the benefits of oil that might at one time have been under some 
other person’s property or losing some of the oil that was by nature 
placed under his property. This forced either (1) a violent competitive 
production program, resulting in wasteful and inequitable production 
practices, or (2) a recognition of the necessity of finding a means of 
cooperating with his neighbor so as to avoid these practices. 

The first alternative would necessarily result in an effort to get the 
most oil in the least time. Experience taught us that this was an 
extremely wasteful method. While some might profit at the expense 
of others, on the whole the industry lost and the interest of the public 
suffered. Therefore, out of experience the industry has learned to 
find means of producing their properties in an orderly manner, to the 
end that the greatest amount of oil might be produced from each 
separate pool or area. 
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To insure better conservation of our petroleum resources, the 
governments of the various States in which petroleum was found 
developed conservation laws providing recognition in the laws for 
these practices to better effect the recovery of oil. 

So as experience made clear new and improved methods to insure 
increased production, such methods were employed by the industry 
and required by the States. In the development of these conserva- 
tion principles and practices, the necessity for conference and study 
became apparent. To insure a more complete distribution of the 
information in which has been based these development programs, 
and to avoid further wasteful practices in the production of oil, the 
State bodies recognized the necessity of exchanging ideas and points 
of view, to the end that good methods might be increased and that 
bad methods might be discouraged. The compact has provided a 
forum for the discussion of such problems. Through this forum 
there has been made possible a frank and free discussion and review of 
problems of the States and industry relating to conservation. Here 
the best thinking is available to all, including the small as well as the 
large producer. Outstanding engineers, lawyers, economists, and 
technicians are brought to the forum round table where the results of 
their private studies and experiments are presented for information 
and discussion of the entire oil and gas industry. By making possible 
this type of activity the Nation has benefited through the use of this 
compact. 

I thank you, Mr. Chairman. 

The CHarrMan. Are there any questions? Mr. Heselton. 

Mr. Hesetron. Is it a fact that California did join the compact in 
1935 but ceased to be a member since that time? 

Mr. Brown. I do not know the date, but 1 think that is correct. 
I think they are still members of the compact. I have been informed 
that they never did join. What happened is that their representatives 
appeared. 

Mr. Hesetron. They never joined? 

Mr. Brown. Their representatives appeared, but the legislature 
did not approve it. 

Mr. Hesetron. Wyoming is not a member either? 

Mr. Brown. That is right. 

Mr. Hesevron. And they are a substantial oil-producing State? 

Mr. Brown. Yes. 

Mr. Hesevttron. Do you regard their conservation practice as any 
worse than those of the member States? 

Mr. Brown. I have not much information as to their practices. IT 
do know that there is a political condition there that has suggested 
the inadvisability to some of them of joining, and that is why they 
have not joined. That is true in many problems. The compact has 
had a growing acceptance. All the States did not join at once. 

Mr. Hesetron. As I understand it, there was a model conservation 
law suggested by the compact and recommended to the States. 

Mr. Brown. Yes, I think they approved one. I do not know 
whether it was recommended or furnished for the information of the 
States. I think that is what it was. I do not think they recommended 
it. 

Mr. Hesevron. That included, as I understand it, a definition 
of waste as “production in excess of market demand.” 
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Now, I realize that the compact cannot force any States to adopt 
the law, but it seems to me that particular statement is a direct 
contradiction with article V of the compact. It is related solely to 
market demand. 

Mr. Brown. Was that the entire base of it? 

Mr. Hesevron. I am not sure of that, but I know it was included 
in that. 

Mr. Brown. My impression of that is, and it has been years since 
1 have seen it, that you could not exceed market demand. When you 
exceeded market demand, it became wasteful. 

Mr. Hese.ron. Why is it wasteful if it exceeds market demand? 

Mr. Brown. You get oil for which there is no use. 

Mr. Hesevron. If you have oil in hand in stock, do you regard 
that as wasteful? 

Mr. Brown. It is; experience has shown that is wasteful. 

Mr. Hesexron. Is it not a fact that the total demand estimated 
has consistently been below the amount actually used? 

Mr. Brown. The total demand estimated? 

Mr. Hesetron. The total estimated demands have always been 
under the total actually used? 

Mr. Brown. I do not know that is actually true. I can under- 
stand that might be, because we have had a growing economy. 
To illustrate, since this law was in effect, we have gone from a produc- 
tion of 3 million barrels a day to 6 million. So it is understandable 
in a constantly growing economy that could be 

Mr. Hesevron. Has the oil proration in the States resulted in the 
stimulating of drilling of new fields and added to the industry demand 
for oil goods? 

Mr. Brown. It has. Something has. I imagine it has made a 
contribution. It has grown. I will put it that way. 

Mr. Hesevtron. When the committee was down in the Texas 
Panhandle last spring, the men in the oil-producing industry there 
were complaining of imports giving rise to a decrease in the Texas 
allowables. Many told us that they had maintained total production 
at previous rates only by drilling new wells. So with lower allowables 
on each, they obtain the same total production. Do you know 
whether that is a rather extensive result of the allowables fixed on the 
fields? 

Mr. Brown. I am not quite sure I fully understand that question. 

Mr. Hesetron. No. 1, they were complaining about the imports 
giving rise to a decrease in the Texas allowables. No. 2, they told 
us they had been able to maintain production at the previous rate 
only by drilling new wells. No. 3, the lower allowables on each of 
the wells added up to the production. 

Mr. Brown. I| think that would result. 

Mr. Hesexron. In your judgment, in view of the situation being 
what it is today, and the scarcity of steel goods, do you consider 
that a desirable result of fixing the allowables so low? 

Mr. Brown. Very desirable if it is a result. I would say it is very 
desirable. If you will recall when we entered into World War II 
we had a producing capacity of about 1,000,000 barrels a day above 
what the demand required. That was a reserve available for the 
Government or from whomever needed it carried at the expense of 
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the industry, but it was highly beneficial. It enabled us immediately 
when we went into World War II to have a supply available for use. 
That has been expressed as a desired result of our present activities. 

Mr. Hese.ron. The inevitable result of that is that there is a 
substantial cushion which could be brought into production which 
is not being brought into production today? 

Mr. Brown. It is desirable to have that. We do not have enough 
of that yet. As has been testified, we should have something over a 
million barrels a day, that is, it would be desirable, in excess.of de- 
mand; we only have 350 to 600 thousand a day. 

Mr. Hesetron. That is, we could produce between 350 and 600 
thousand barrels more a day than we are producing? 

Mr. Brown. Yes, without injury to the production practice. 

Mr. Heseton. Surely that is not just on a question of sound 
engineering. That is a question of desirable economics from the point 
of view of the producers. 

Mr. Brown. No, I think that is based on an engineering study. 
What we call the maximum efficient rate of production is somewhat 
‘above the actual production. We had hoped to get it up to, say, a 
million barrels or more. I think that would be desirable for the 
economy of the country and the safety at the same time. 

Mr. Hesetron. That is all, Mr. Chairman. 

The CHatrman. Mr. Harris. 

Mr. Harris. Mr. Brown, I notice in your statement here that you 
say that the industry does not participate at all in the compact com- 
mission work activities. 

Mr. Brown. In the work. We attend their hearings and discus- 
sions for the purpose of information, and we take to them any new 
developed information on their request which they think desirable. 

Mr. Harris. In other words, industry is not permitted to have 
membership in the compact commission. 

Mr. Brown. That is right. 

Mr. Harris. And there is no industry participation in the discus- 
sion and the activities and the results of their meetings. 

Mr. Brown. Nothing beyond exchanging information that we 
may have developed. 

Mr. Harris. I think that is a very important point that I was not 
familiar with. I was under the impression that industry actively 
participated in these programs of the compact commission. 

Mr. Brown. In a discussion program, yes, but not in their deter- 
mination of policies, and so on. That is entirely within the State 
governments. t 

Mr. Harris. I want to say that I highly approve of that policy. 

Mr. Brown. That is the practice in fact. 

Mr. Harris. And the practice, too. Now, I noticed some of the 
States here who are not oil-producing States are members of the 
compact commission; am I correct in that? 

Mr. Brown. Some that have not yet become oil-producing States. 
I believe they call them associate members. Take the State of 
Georgia and the State of Arizona, where the probabilities of finding 
oil are very great, and they are becoming interested in it and they are 
studying what is the best way of handling this problem once they 
come into production. That I understand to be the reason for the 
States coming in. ' 
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Mr. Harris. Any State in the Union is eligible for membership? 

Mr. Brown. Any State is eligible for association membership, 
and if they produce oil, my understanding is that they are eligible 
for membership. p 

Mr. Harris. I notice the State of Tennessee is one of the members. 

Mr. Brown. They produce some oil in Tennessee. 

Mr. Wotverton. I suppose it is another evidence of the truth 
of the old adage—hope springs eternal. 

Mr. Brown. That is right. 

Mr. Harris. That is all, Mr. Chairman. 

The CuarrmMan. Thank you, Mr. Brown. 

Mr. Brown. Thank you very much, Mr. Chairman. 

The CuarrmMan. The committee will proceed to executive session. 

(Thereupon, at 4 p. m., the committee proeeeded to executive 
session.) 
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Hovse or REPRESENTATIVES, 
ComMITTEE ON INTERSTATE AND ForEIGN CoMMERCE, 
Washington, D. C. 

The committee met, pursuant to recess, at 2 p. m., in room 1334, 
New House Office Building, Hon. Robert Crosser (chairman) presiding. 

The Cuarrman. The committee will be in order. 

Mr. Morison, will you take the stand, please. 

Have you any general statement you wish to make, or do you just 
wish to submit to questions? 


STATEMENT OF H. GRAHAM MORISON, ASSISTANT ATTORNEY 
GENERAL, ANTITRUST DIVISION, DEPARTMENT OF JUSTICE 


Mr. Morison. I do not, Mr. Chairman. I have no general state- 
ment to make. 

The Cuarrman. Mr. Heselton, I understand you wanted to ask 
some questions. 

Mr. Hesetton. I understand he had a general statement to make 
first. 

Mr. Morison. No, sir, except that I want to say to the committee 
that I am tremendously embarrassed, because | understand there 
was a misunderstanding as to my attending here and testifying. I 
did not know of the committee’s desire to have me attend until last 
Friday. I talked with Mr. Layton about it, and unfortunately Mr. 
Celler had me in his committee yesterday for about 6 hours. So, this 
is the first time I could attend, and I am sorry there has been a 
misunderstanding about it. I am delighted to be here. 

Mr. Harris. Mr. Chairman, I think it might be wise for the record 
to show at this time that Mr. Morison is with the Department of 
Justice and is head of the Antitrust Division. Is that correct? 

Mr. Morison. That is right, sir. 

Mr. Harris. Perhaps the original request from this committee 
went to Mr. McGrath, the Attorney General. As I understand, the 
record shows that Mr. Peyton Ford responded to that request. So, 
consequently, that would add to Mr. Morison’s statement that he 
was not advised. 

Mr. Mortson. Mr. Ford, Mr. Chairman, is the Deputy Attorney 
General in the Department. 

Mr. Beckworrn. Are you under him? 

Mr. Morison. That is correct. 

Mr. Beckworrtu. So, it is part of the same department? 

Mr. Morison. That is right. 


&6198—51—--—6 








78 INTERSTATE OIL AND GAS COMPACT 


Mr. Beckxwortu. I think the record ought to show that, too. 

Mr. Morison. Yes, sir. 

The CuartrMan. In other words, you would be under the direction 
of Mr. Ford. 

Mr. Morison. Yes, and the Attorney General. 

Mr. Harris. You are familiar with the letter that was written to 
the committee about this legislation. 

Mr. Mortson. | am not, sir. I have read it since I understood the 
committee was interested in having me testify. I have seen it. 

Mr. Harris. As I recall, the letter says that this is a matter of 
policy for the Congress, and that the Department of Justice therefore 
does not make any recommendation on that. 

Mr. Morison. That is correct. 

Mr. Harris. What is the meaning of that? 

Mr. Morison. We feel, Mr. Congressman, that this is a matter of 
legislative policy; that it raises no question, insofar as the Department 
is concerned, as to which we feel requires any comment from us. The 
history of this thing, I believe, is stated. The Department, at the 
time the Interstate Oil Compact first came up for congressional 
approval, took the same position. Since that time, there have been 
almost 15 years of operation. So far as we are concerned, so far as 
any advice that has come to us, no facts have been given to us to justify 
our belief that we have any objection to its operation. 

Mr. Harris. You mean you have no objection to the compact, 
then? 

Mr. Morison. No, sir. I want to state again that our position is 
that we are taking no position for or against it. We feel it is nothing 
that concerns the Department which requires any position. We 
think it is purely a matter of legislative policy. If the Congress feels 
in its judgment this is proper and appropriate legislation——— 

Mr. Hae. Suppose we had before us a bill to repeal the Sherman 
Act; would you express an opinion on that? 

Mr. Morison. I certainly would. 

Mr. Hare. Would not that be a matter of legislative policy, too? 

Mr. Morison. I think not, Mr. Congressman, because 7 am sure 
legislative policy would have to be upon enlightened facts. I am 
sure that the Congress would want to turn to any agency of the 
Government who had experience in that field before it formulated a 
policy. As to the administration of the Antitrust Act, we would have 
a lot of facts. 

Mr. Hate. It is conceivable that this compact has monopolistic 
implications, and we would like to know what you think about it. 

Mr. Morison. I would be glad to discuss it with vou, Mr. Congress- 
man. What aspect of it would you have in mind? 

Mr. Hate. You are officially and personally opposed to monopolies 
and restraints of trade; are you not? 

Mr. Morison. Yes, sir. 

Mr. Hare. This compact does have definitely monopolistic impli- 
cations; does it not? 

Mr. Morison. In the sense that each State, of course, in its sover- 
eign power, has the right to regulate for its purposes the conservation 
of its natural resources. 

Mr. Hare. You cannot help that, and neither can we. 

Mr. Morison. That is right, sir. 














INTERSTATE OIL AND GAS COMPACT 79 


Mr. Have. This compact goes further than the rights of the States. 
When we approve an interstate compact, we in effect legislate, as a 
practical matter, for the entire Nation. 

Mr. Mortson. Yes, sir. 

Mr. Hate. I am at a loss to see how you can possibly say you do 
not have a definite opinion. I should think this compact is either an 
excellent thing or a perfectly terrible thing, one or the other. 

Mr. Morison. Of course, in the first place, you have to recognize 
that the aspects of conservation are not a part and parcel of the 
Department’s information or responsibility. That is more properly 
in the Department of the Interior. 

Mr. Hace. I can understand that you might say that the conserva- 
tionist aspects of this agreement make it a highly desirable thing 
notwithstanding its monopolistic implications. If you think that, | 
do not see why you cannot say so. 

Mr. Morison. Mr. Hale, I have no inhibitions about stating my 
opinion as frankly as I can. But so far as the record that I have— 
I am not an expert in oil—I have found that there is no advice that 
has come to the Department or to my attention which establishes 
what you say. 

Mr. Hesetron. Mr. Morison, vou recommended the dismissal of 
The United States v. the American Petroleum Institute et al.; did you not? 

Mr. Morison. Yes, sir. 

Mr. Hesevron. You saw a release that was issued on June 6th 
by the Attorney General? 

Mr. Morison. Yes, sir. 

Mr. Hesevtron. Now, I call your attention to this language in the 
release. After speaking of investigations which have been made or 
will be made of complaints from smaller members of the petroleum 
industry that common-carrier pipelines are not available to them, 
that thousands of retail outlets are closed to their products, that 
refining processes are available to them only through patent pools 
charging excessive royalties, and that supplies of crude oil are con- 
trolled by a relatively few companies, there is this significant language: 
“Other investigations include alleged illegal price-fixing arrangements 
at both the crude-oil and finished-product levels,”’ and, in particular, 
‘misuse of legitimate conservation programs.”’ 

What did you mean by that? 

Mr. Morison. Just what that states, Mr. Congressman. I think, 
Mr. Hale, maybe that will clear it up. If we found under this Inter- 
state Oil Compact that individual companies were in fact conspiring 
to effect and fix prices or to take any monopolistic step which would 
certainly go beyond the purpose and intent and language of this bill, 
the Antitrust Division under the law would not be inhibited by this 
compact from filing a suit and charging such a monopoly. 

Mr. Hesetton. As a matter of fact, in the complaint in that case, 
there are references—are there not?—in the price-fixing section and 
other sections, to just exactly that sort of complaint, which the 
Department alleged at the time was a violation of the Sherman Anti- 
trust Act, and the Clayton Act, and of the so-called Patman Act. 

Mr. Monrtson. Yes, sir. 

Mr. Hesettron. You had to come to some conclusion about those 
complaints before you filed this voluminous complaint for the Depart- 
ment back in 1940? 
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Mr. Morison. That is right, sir. 

Mr. Heseuron. In 11 years since that time, when you specifically 
used the terminology ‘“‘misuse of legitimate conservation programs,” 
were not you in fact referring to this very interstate-compact program 
in combination with the prorating of production in the oil field? 

Mr. Morison. No, sir; we were not. 

Mr. Heserron. What were you referring to? 

Mr. Morison. You will recall that the State of California was not 
a member of this pact. I am taking the wrong track. In the suit 
we have filed against Standard of California, we have alleged that six 
major companies have so-called conservation committees, who have, 
independent of any State or Government sanction, attempted in the 
name of conservation to control the amount of oil that is taken above 
ground and therefore to affect price—that is what that was directed 
at. That suit is pending. 

Mr. Hesevron. You mean those words there are directed only to 
that? 

Mr. Morison. Yes, sir. 

Mr. Hesetron. Is there any difference of opinion among the mem- 
bers of the Department as to this legislation? 

Mr. Morison. Not that I know of. 

Mr. Hesevron. Are you sure of that? 

Mr. Morison. Yes, sir. 

Mr. Hate. Then all the people in the Department are in favor of a 
strictly hands-off policy; is that right? 

Mr. Morison. No, Mr. Hale; on the contrary; I speak, of course, 
only for officials. We do not control the thoughts and opinions of 
individual employees. There may be someone who does not agree 
with this. But, so far as those charged with the official responsibility 
are concerned, I know of no one who disagrees with the position which 
is the Department’s position. 

Mr. Hate. The Department’s position is not to have a position? 

Mr. Morison. Mr. Congressman, I might say, with reference to 
well over 40 percent of the bills submitted to the Department by the 
Congress for comment, that is our position: that it is a matter of 
legislative discretion in which we have no position. Obviously, that 
would have to be so. 

Mr. Have. We have thousands and thousands of bills which do not 
by any stretch of the imagination involve monopolies or restraints of 
trade, but this is a bill that involves monopolies and restraints of 
trade right on the nose. Article V of the compact says: 

It is not the purpose of this compact to authorize the States joining herein to 
limit the production of oil or gas for the purpose of stabilizing or fixing the price 
thereof, or create or perpetuate monopoly, or to promote regimentation, but -is 
limited to the purpose of conserving oil and gas and preventing the avoidable 
waste thereof within reasonable limitations. 

That is a recital of self-righteousness. 

Mr. Morison. Mr. Hale, I will have to say that, so far as the 
bill is concerned, the bill properly says it is limited. If what you 
are inferring is that it goes beyond this, and that this is a cover for 
a conspiracy and if you are saying that, in the guise of conservation, 
major oil companies are really subverting State officials charged 
by law of their several States to carry out the laws of their States with 
reference to honest conservation, then that is something else. 
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I might say, if that were established, so far as the Department 
of Justice is concerned, we would not be inhibited in the slightest from 
bringing an antitrust suit based upon those facts and findings. And, I 
might say, I think we would win it. 

Mr. Hate. Yes. But you would bring the antitrust suit against 
the oil companies and not against the several States. 

Mr. Morison. I am assuming that is what you are inferring. If you 
are inferring something else, I have a little difficulty with it, because 
you would have to infer that State officials are corrupt. 

Mr. Hate. I am not suggesting anything of the sort. But this is 
not a compact between private corporations; it is a compact between 
soveriegn States. 

Mr. Mortson. That is right, sir. 

Mr. Hate. I presume—! do not know about this because I have 
never given it any thought—that sovereign States who conspire in 
violation of the Sherman Act would be treated just the same as 
individuals. Is not that true? 

Mr. Morison. That is a pretty tough constitutional question, Mr. 
Hale. I would like you to forgive me for not answering, because it 
would take a little thinking on my part to think it to the end. 

Mr. Hate. I do not know, but I would suppose so. 

Mr. Morison. Mr. Hale, I might say this: that anything that 
this committee conceives, if this is a genuine problem and you have 
facts which have been adduced before the committee that would 
indicate, through the conspiracy of major oil companies and their 
effect upon regulatory bodies of the States, that in the name of 
conservation that is a cloak for price fixing, then I think possibly that 
the committee might want to consider tightening this compact and 
putting limitations upon it. I have no objection to that. 

Mr. Hate. If I entered into a contract with Mr. Heselton and 
Mr. Dolliver for restraining trade, and I put a provision in the contract 
that what we were going to do was really very nice, and we did not 
intend to infringe against the Sherman Act, the Department of Justice 
would not be particularly influenced or impressed by that recital; 
would it? 

A mere recital in the contract that the parties to the contract are 
not intending to do any harm is not a matter which would influence 
the Department of Justice in any degree; is it? 

Mr. Morison. No, sir. I think I see what you mean, Mr. Hale. 
I think the choice you are saying here that we have is that you 
recognize on the one side oil States who have in oil their greatest 
natural wealth, involving the employment of hundreds of people in 
their States, and the States’ desire to conserve and not permit the 
physical wastage of that tremendous asset; that is a legitimate thing 
which Congress would not want to prevent. On the other side, what 
you are saying is that the effect of conservation inevitably, even if it 
is honest, is going to have an effect upon the commerce in oil because, 
to the extent that you prevent the competitive withdrawal of oil, 
you diminish the supply of oil which goes into commerce. I think 
that is a balancing of national interest, and again I have no position 
in that. I just feel I cannot. 

Mr. Hate. I want it very clearly understood that I am not intimat- 
ing or implying by anything I said any corruption or any lack of 
sincerity on the part of any representative of any State. 
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Mr. Morison. Yes, sir. 

Mr. Hate. I assume that all the States that are parties to this 
compact honestly believe that it is an extremely good compact, and 
I think it may be very much in the national interest that there should 
be a compact of this kind. But still I do not see how you escape the 
fact that it does in some measure restrain trade. It seems to me 
that the committee is amply justified in expecting the Department 
of Justice to offer some opinion or some assistance to the committee 
on that point. I am very much surprised that the Department of 
Justice is so extremely reticent. 

Mr. Morison. I promise you, Mr. Hale, it is not a matter of 
reticence. The record will show before many, many Congresses that 
the Department of Justice and the Antitrust Division have been 
quite vocal on the general aspects of our economic system, and the 
impact of monopoly on it. But I also point out to you that there 
are various areas ip which there have been carved out areas of excep- 
tion to the antitrust laws, which have proved in a balancing of one 
over the other to be in the national interest. We feel that simply 
because we are in the business of antitrust we ought not to say any- 
thing which has the effect of diminishing the coverage of antitrust, 
or that we on every occasion must say “No” to it. We think we 
have a more balanced responsibility. We think we have a responsi- 
bility of insisting really upon adherence to the philosophy of the 
Sherman Act, of making our opinion known on that, but also recog- 
nizing the balancing of the national interest on many, many things. 
Take, for instance, the natural monopoly of the telephone companies. 
That is the kind of monopoly that the States and Federal Government 
have recognized from the very beginning. It is subject to State 
control. 

Take, for instance, the exception in the early days which was 
granted to labor unions, which are inherently in their combination 
for labor purposes in violation of the basic spirit of the Sherman Act. 
Congress made an exception there. 

So, I want to point out that it is not any timidity on our part to 
take a position. It is our belief that this is not the kind of thing in 
which the Department’s judgment is either needful or necessary. 
We think, for instance, that what the Department of Interior may 
have to say about this would be of greater interest to you. 

Mr. Hate. It is a point on which the opinion of the Department 
would be very helpful to the committee. 

The Cuarrman. Mr. Hale, I think he has made it perfectly clear 
and has said all he can say on that. Mr. Heselton. 

Mr. Hesetron. Mr. Morison, you are familiar with the final report 
of the Special Committee To Study the Problems of American Small 
Business in the Senate, which was filed January 31, 1949; are you not? 

Mr. Morison. I read that last evening, I must confess, Mr. 
Heselton. You must remember I am a little new to this trust-busting. 
I have only been in office about 3% months. But I read that very 
hurriedly last night. That was in the Eightieth Congress, I believe. 

Mr. Hesetron. That is right. That is an official report of a 
congressional committee. 

Mr. Morison. Yes, sir. 

Mr. Hesetton. As such, I assume it is a matter of some interest 
to the Department? 
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Mr. Morison. Yes, sir. 

Mr. Hesetton. I wish you would comment specifically on certain 
of the language in that report. Referring to the legislation which is 
now in existence, and which this bill would continue, it says that it 
“authorized States producing oil to enter into a compact for the sole 
purpose of studying cooperation between the various oil- and gas- 
producing States and recommending conservation measures that will 
better conserve oil.” Then it sets out article 1V, which is article V in 
the bill, and then it says: 

Despite this provision the executive secretary of the compact testified that the 
purpose of State proration laws was to “‘prorate to market demand” and that, 
when you limit to market demand, ‘“‘of course you affect price.” 

Is that a matter of some interest to the Department of Justice? 

Mr. Morison. Yes. 

Mr. Hesetton. In view of that language, you say that the De- 
partment has no opinion to express on this pending proposal one way 
or another? 

Mr. Morison. No. Let me make myself clear again. Our interest 
in anything that goes beyond the intent to effect conservation will be 
continuing, and we will certainly take action if we find that to be so. 

Mr. Hesetron. If you found that to be so, would you be here 
recommending this legislation? 

Mr. Morison. Mr. Congressman, again let me try to give you the 
dilemma I am struggling with. Here is an act that the record shows 
has been in operation 15 years. The Secretary of the Interior, I 
understand, has testified, and a great many private people, that this 
has worked well for conservation. 

Mr. Hesev_ton. You are not going to rest your case on the opinion 
of another department; are you? 

Mr. Morison. No, sir. J was trying to explain to you the kind 
of dilemma you put me in, because I do not believe I can honestly 
answer your question, because it would assume, as I have tried to 
point out, that we must oppose this because either on the one side, 
as Mr. Hale says, regardless of all interests, it in effect reduces the 
amount of oil to be withdrawn and, therefore, is a restraint of trade, 
or, second, as you are suggesting here, it might be utilized for an 
illegal purpose. I am just in an awful dilemma to take an honest 
position. 

I want to help you in any way I can, to be frank with you, but I 
hope you share my dilemma. 

Mr. Heselton, I might say this: That if the committee, having heard 
a great many witnesses—and I assume you have—if you have made an 
inquiry, and if you have found or do find that the actual operation of 
this has been that in the name of conservation it has merely been a 
device by which they only withdraw what the market demand is—in 
other words, if withdrawal of oil is only set to market demand—then 
I think that it might well be a danger. 

Going back to the intent that these States say—that the purpose of 
this bill is for conservation—and then to make this relate to conserva- 
tion and not to market demand, that would be perfectly appropriate, 
I think, for the committee to consider. 

Mr. Hesettron. Do you know how these allowables are reached? 

Mr. Morrison. I have not read the testimony here, sir. 
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Mr. Hesetton. Do you know major companies themselves or the 
purchasers of oil present to the several State boards their anticipated 
purchases? 

Mr. Morrison. Yes, sir. 

Mr. Hesevtron. And then the allowables are fixed in some degree 
related to that. 

Mr. Harris. Now, Mr. Chairman, I will have to object to that, 
because it is not a matter of fact, when the operation of these com- 
missions is well known. I raise this question because the facts are 
well known that these allowables are usually set by bottom-hole 
pressure of wells and other factors to egrer oil at a degree that the 
best conservation of withdrawals can be utilized. 

Mr. Hesevron. Mr. Chairman, I am only paraphrasing what has 
appeared in testimony before the Senate committee repeatedly. I am 
not asserting that it is a fact. I will rephrase the question if my 
colleague objects to it. 

Mr. Harris. The only thing I hope vou understand that I am 
objecting to is what I believe may be construed by some to mean any 
effort to read a lot of things into the hearing that are not actual facts 
and to try to get the Department of Justice to give different answers 
which they have stated very definitely they cannot give. 

Mr. Hesevron. I would like to utilize the facts as they exist on these 
three points; so, strike the question from the record. 

As a matter of fact, if allowables are related historically during the 
operation of this compact so that it appears that there is a definite 
relation between the amounts that the companies state that they will 
purchase and the amount that is finally fixed as an allowable, would 
that create in your mind some question as to whether there was in 
fact more than just conservation involved, or rather a device of 
fixing price or stabilizing price or doing some other thing? Like Mr. 
Hale, I do not want anybody to interpret this as meaning that I assert 
that any agency of the States is consciously doing this thing. But I 
do submit that the Department has a very real responsibility in a 
field which may affect not only the oil producers but the oil users. 
I think the oil users have a right to ask the Department to look into it. 

Now, in terms of that in the Mother Hubbard case, the sixty-seventh 
allegation is: 

67. The operation of the present structure of the oil industry has resulted in 
the production of crude oil, necessary for the safety of the Nation, not on true 
conservation principles but on the principle of price maintenance. 

What possible interpretation can anybody place upon that lan- 
guage except that the Department of Justice felt uneasy in 1940 and 
made it a part of a case of record that that was actually the condition 
that existed in the oil-producing picture. Do you not see what sort 
of dilemma you leave us in when you come in here and say “We 
have no opinion one way or another’’? 

Mr. Morison. Mr. Congressman, let me reaffirm what I have said 
before. I am a lawyer, mind you, and I know what it takes as a 
matter of evidence to prove your point in court. 

Mr. Hrsei_ton. Most of us are lawyers, too. 

Mr. Morison. Yes, sir; I know that. I am just pointing that out 
again. If, as a matter of evidence, I can find that oil companies 
have conspired through whatever means—conservation or whatever 
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method used—to fix prices, I promise you that you will have a law- 
suit mighty quickly. The proof of that pudding is that, in the case 
we are now prosecuting on the west coast against Standard of Cali- 
fornia, that is a basic allegation. But we have yet, other than the 
inference you suggest here—and that I submit, Mr. Congressman, is 
really a matter, in view of your enthusiasm for the point and un- 
doubtedly your knowledge and information and learning about it— 
that this committee ought to thoroughly consider. But we have 
not received to this date, as to the operation of the Interstate Oil 
Compact, any such proof that could stand up in court. 

Mr. Hesev_ron. Let me refer to another committee of Congress, 
and point out a recommendation that has been part of the public 
records since January 31, 1945, the committee consisting of 12 mem- 
bers of the other body. So far as is indicated in the report, this is a 
unanimous recommendation. [Reading:] 

It seems to the committee that the Interstate Oil Compact Commission has 
gone far beyond the laudatory purposes cited in its compact, the basis upon 
which the Congress acted in approving same. Hence, it is recommended that 
the appropriate committees of the Congress look into the operation of the com- 
pact with a view to either repealing the authority or the enactment of proper 
amendments to safeguard the public interest. 

Do you not think, as a matter of fact, that constitutes just as 
much a warning to the Department of Justice as it does to this com- 
mittee or any other committee of Congress? 

Mr. Morison. We do not need a warning, because we are con- 
stantly in every phase of American industry wherever we find 
monopoly practiced or indicated. 

The CHarrMan. Your time has expired. 

Mr. Hesetron. May I have two more minutes? 

The CHarrMan. Yes. 

Mr. Morison. The point I want to make which I think will answer 
your question is this: You are quite right if, on the basis of that re- 
port and on the basis of the testimony adduced here, you feel that 
the provisions of this act do not pin it down to what you call “honest 
conservation,” I think it would be quite appropriate for the committee 
to do that, but I am in an impossible situation. 

Mr. Hesetron. I say to you that this committee has a legislative 
responsibility and will try to discharge it as it has in the past. But 
the executive department has a responsibility and a very large one to 
enforce the laws Congress has passed, including the Sherman Act 
and any other antitrust act. 

Mr. Morison. That is right. 

Mr. Hesetron. And when a committee of Congress says to the 
public and to you that this program has appeared to go further than 
the Congress intended it to go, why should not the Department of 
Justice address itself to that immediately? . 

Mr. Morison. Because, Mr. Congressman, as I pointed out to you 
before, we have not one scintilla of evidence and we have worked the 
oil industry constantly, and we are continuing to do it in segment 
suits in every aspect of the oil industry. We have not any evidence 
beyond what you have read from the report of the Small Business 
Committee of the Senate. 

Mr. Hesevron. And the press release of the Attorney General. 

Mr. Morison. That did not relate to the Interstate Oil Compact. 
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Mr. Hesevron. But it did relate to the misuse of legitimate con- 
servation programs. 

Mr. Morison. It was a private conservation program inaugurated 
by the six major oil companies in California. If we find in the future 
that the Interstate Oil Compact is being utilized to do what you sug- 
gest, | promise you that you will get prompt action. 

Mr. Hesevron. Will you look into this yourself now? 

Mr. Morison. I certainly shall. 

Mr. Hesevron. And report back to this committee? 

Mr. Morison. Yes, sir; I will be glad to. 

Mr. Hesetton. That is all, Mr. Chairman. 

The CHarrman. Mr. Wolverton. 

Mr. Wotverron. The particular matter that brought forth the 
insistence for an appearance of a representative of the Department of 
Justice was that paragraph contained in the letter of April 25, 
signed by Peyton Ford, Deputy Attorney General, addressed to the 
chairman of this committee, Mr. Crosser. That paragraph states, 
‘“‘Whether the joint resolution should be enacted involves a question of 
policy concerning which this Department prefers not to make any 
recommendation.” 

What significance do you attach to the word “prefers’’? 

Mr. Morison. What that means, Mr. Congressman, and that 
language is used in our responses to hundreds of pieces of legislation 
referred to the Department for comment, is that we feel that this is a 
matter in which the Department has no direct interest, and which is a 
matter of legislative policy. We express ourselves in those terms to 
convey that thought. It has no implications, I might say, sir, that 
we prefer not to be questioned about it, or that we are embarrassed 
about testifying, It is that we feel as a matter of our bailiwick, it is 
not a matter we have a direct interest in. It is a matter of congression- 
al policy. 

Mr. Wotverton. What, if any, consideration was given by the 
Department of Justice to the purpose of this bill? Has it been a 
matter of consideration? 

Mr. Morison. Yes, Mr. Congressman. The bill before us was 
submitted in somewhat similar form as early, I believe, as 1935, and 
it has been renewed and extended, and each time has been referred in 
due course to the Department of Justice, and this is the consistent 
position that we have taken on every occasion. 

Mr. Wotverton. Does legislation of this type carry any impli- 
cations with respect to consumer interest or the public-interest? 

Mr. Morison. I do not believe I understand you, Mr. Congress- 
man. 

Mr. Wotverton. Do you see in legislation of this type the possi- 
bility of the public interest being avoided? 

Mr. Morison. No, sir; I cannot see that. If you are speaking 
again, as I was talking to Congressman Heselton—— 

Mr. Wotverron. | have in mind this particular thought, which 
was a part of my remarks when this bill was before the House origi- 
nally in 1935: 

We must never overlook the fact in considering any legislation that has for its 
purpose the control or limitation of production that the price to the consumer is 
thereby affected, and if there is no governmental supervision or control, the price 
will be an increased price to the consumer. Whenever the available supply of 
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anv commodity is reduced or limited, the direct result is an increased price to the 
conan This is particularly true when applied to any natural resource, such 
as Ol, 

That is what I have in mind when I ask the question whether this 
type of legislation in your judgment could adversely affect the public 
interest. 

Mr. Morison. I do not believe I can answer that, Mr. Congress- 
man. Iwill tell youwhy. Certainly it is true, it is simple economics, 
that a commodity in general demand and use, a natural commodity 
which is limited artificially or by regulation from supply, is going to 
be affected as to price as long as the rule of supply and demand is in 
effect. But the reason for my dilemma is this, that I think this com- 
mittee recogizes that inevitably in this, as for instance in farm legis- 
lation, there must always be a balancing of interest. There is no true 
black and white. I think if honest conservation measures are to be 
engaged in by States, I think it is a matter that is legitimate, and one 
that Congress can consider, and unless it finds it unreasonably affects 
the people of the United States, it will probably approve it. 

Mr. Wotverton. Have you made for your Department any study 
of the effect of this act, since its original enactment? 

Mr. Morison. No, sir; we have not made one directed at this 
particular aspect. We have constantly been examining the whole oil 
industry in its various ramifications. 

Mr. Wotverton. Do you think that the reduction of production 
could adversely affect the public interest by reason of the resulting 
rise in price? Do you not think that is a matter that should have 
constant supervision? 

Mr. Mortson: Yes, sir; I agree with you. I do not think that is 
wholly within my bailiwick. I have got to have a little bit of help on 
that. First, I am not a geologist or oil man myself. I would say in 
the executive departments there would be many who could give better 
light on such aspects than I could. For instance, | think that in the 
Department of the Interior, which has to do generally with the con- 
servation of our natural resources of all kinds, is a group of people who 
might have a lot more information and advice than I would about it. 

Mr. Wotverton. The statement which you have just made brings 
up a very important consideration which is generally overlooked in 
the consideration that is given to this legislation. A moment ago you 
stated that it had been originally enacted in 1935, and that on four or 
five occasions since then it had been reenacted under the same type of 
bill as is now before us. 

Mr. Morison. Yes, sir. 

Mr. Wotverron. It would be well for those who consider that the 
repetition of enactment, which is stressed very greatly here, to remem- 
ber that it should be considered in the light of the conditions that ex- 
isted when the original act was passed. 

Mr. Morison. Yes, sir. 

Mr. Wo.tverton. Under the terms of the original act, as presented 
to this committee, as approved by this committee, and which was sent 
to the House, this bill that we have before us was only a part of that 
bill—the first section of it. The remaining sections provided that 
there should be set up a petroleum board whose duty it would be to 
study the question of demand and supply and fix the allowables, or 
recommend to the States the allowables to be granted. That was a 
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very comprehensive piece of legislation. I think I can say without fear 
of any successful contradiction that it was looked upon as dangerous 
by the oil industry although they were before us asking for some legis- 
lation on the question of conservation. Their attitude of fear was due 
in some measure to the thought that it was the opening wedge, so to 
speak, of Federal control of production. The objection to that was 
such that although the committee had reported the bill favorably, 
before it was brought up in the House, an arrangement was made by 
which all of the bill would be dropped with the exception of section 1. 

As a result of that, the chairman of the subcommittee brought before 
the House under suspension of rules a bill which only covered section 1, 
which dealt with compacts, which is the legislation that we have before 
us today. 

You can see that at the time this committee orginally reported a bill 
of this type, it did so with all of these limitations, and it had for its 
purpose the protecting of the public interest. But that was eliminated 
at that time not by any action of this committee nor of the House itself. 
This bill was adopted in its place, and since that time the legislation 
has come down at either 2- or 4-year periods for reenactment. 

Would it be possible for the oil companies that now follow the allow- 
ables that are fixed by the several States to agree among themselves 
to do so without this legislation? 

Mr. Mortson. Without this legislation? 

Mr. Wotverron. Yes. 

Mr. Morison. Yes, sir. 

Mr. Wotverron. You say they could? 

Mr. Morison. Yes. 

Mr. Wotverron. And they would not be violatifg any principle 
of our antitrust law? 

Mr. Morison. They certainly would. 

Mr. Wo.tvertron. They would be violating? 

Mr. Morison. Yes. 

Mr. Wotverron. I thought you said they would not. 

Mr. Morison. | thought your question was, is there anything in 
this bill that prevents the oil companies from getting together and 
agreeing what their allowables would be. 

Mr. Wotvertron. You have misunderstood me, Mr. Morison, or 
else I have not made my question clear. What I am asking is, 
without this legislation would it be possible for the individual com- 
panies to agree between themselves that they would reduce or keep 
in line on an arrangement between themselves what they would 
produce? 

Mr. Morison. I think this: I do not think that in and of itself the 
agreement to restrict production, unless you related it to a purpose 
which was effective by reducing the amount to raise price, would be 
an antitrust case. 

Mr. Wotverton. We start out with the assumption that any reduc- 
tion of production has an effect on price. 

Mr. Morison. That is right. 

Mr. Wotverton. And therefore affects the public interest. The 
question I am asking is, would it be possible for the producing com- 
panies in the absence of this law to agree between themselves as to 
their rate of production without violating antitrust provisions? 
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Mr. Morison. Mr. Congressman, let me say one thing. In one 
place 1 am limited by law. I cannot give you a legal opinion. That 
is beyond my authority. But I would say at least this much about 
it. If I found such a situation to exist, I promise you that before 
the sun would rise the next day that there would be a pretty thorough 
investigation going on, and there probably would be a complaint filed. 
Whether or not it would or would not be a violation of law, the courts 
would have to determine. 

Mr. Wotverron. I do not see how you could come to any other 
conclusion. As a matter of fact, although I asked it in the form of a 
question, it expressed my own personal belief in the matter. 

Now, that being the case, then this legislation does take on great 
importance, does it not? 

Mr. Mortson. Yes, sir; it takes on considerable importance. Again, 
Mr. Congressman, what we are confronted with here is a perfectly 
legitimate objective by which States properly within their sovereign 
power seeking to protect the depletion of their natural resources seek 
to combine in order to make that effective in a program of conserva- 
tion in oil-producing States. 

Now, this sort of a dilemma of balancing the public interest occurs 
many, many times. ‘Take our narcotics laws; it would be a violation 
of law for a doctor to go beyond his authority to give dope to a dope 
addict, but it certainly is not improper for the State to regulate that 
and say within the limits prescribed, you may have narcotics. That 
may be a bad example, but that is the kind of balancing of interest 
I think you are confronted with here. 

Mr. Woxverron. In view of the fact that this statute is important 
from the standpoint that I have brought to vour attention, does the 
Department of Justice have any amendment or amendments that it 
would suggest that we make to this proposed bill to better protect 
the public interest? 

Mr. Mortson. No, sir; we do not have any to suggest, Mr. Con- 
gressman. I did say to Congressman Heselton that I thought if the 
dilemma that confronts the committee is that the statement of the 
conservation attempt is not in broad enough or stringent enough 
terms, I think it is perfectly legitimate for it to be restated so as not 
to relate it to price or demand or other measures. 

Mr. Wotvertron. I can appreciate to some extent the position 
which your Department takes, that it does not care to make any 
recommendations with respect to the adoption of this legislation. 
Yet, I think that it would be appropriate to suggest to this committee 
that if it does wish to adopt this policy, then in the public interest, 
we suggest this, that, or the other amendment, that vou think would 
be helpful in protecting the public interest. That would not be re- 
quiring vou as a Department to take a position on the bill with respect 
to policy, but merely advising the committee if they adopt this policy, 
then it might be necessary to protect the public interest by appro- 
priate amendment. 

Mr. Morison. Let me say as to that, sir, if this committee should 
wish the legal assistance or advice of the Department in redrafting 
or restating any portion of this bill, with those objectives in mind, 
we will lend vou any help and assistance that we can. There are 
some limitations on that, because we are not oil men, we are not experts 
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in that field. But if you wish our assistance, you shall certainly 
have it, and promptly. 

Mr. Wotverton. The chairman has called my attention to the 
fact that I have utilized all the time that I am entitled to use in asking 
questions. I defer to his ruling until everybody else has had a chance 
to ask questions, and if there is no objection, I will request the privilege 
to continue my questioning. 

The Cuarrman. Mr. Thornberry. 

Mr. THorNBERRY. I am going to attempt to ask questions, and if 
I make any statements that will serve to put words in your mouth, 
you correct me, because that is not my wish. 

In an examination of the bill, have you found anywhere in the bill 
that it permits private oil companies, major or independent, to con- 
spire under the guise of conservation policy? I am not talking about 
States, but under their own conservation program to engage in re- 
straint of trade in violation of the Sherman Antitrust Act? 

Mr. Morison. No, sir. Again I want to reiterate on this point, 
if under this bill such practice should be called to our attention or we 
do find it, the Antitrust Division would not have the slightest in- 
hibition in bringing a case, regardless of an interstate compact, because 
it goes beyond what Congress authorized. The Sherman Act has not 
been set aside for conspiracies that go beyond this. 

Mr. Harris. Is it not a fact that it would be in the public interest 
to get all possible recovery of oil, when there is an increased demand, 
for the benefit of the consumers? 

Mr. Morison. I would assume so, Mr. Congressman. Of course, 
I want to say again I am not an expert in this field. It is getting a 
little over my head but that sounds right to me. 

Mr. Harris. Also, I would like the record to show with respect to 
the question Mr. Wolverton asked a moment ago, being as important 
a question as it is, and highly regarding his ability and his familiarity 
with this program and with the legal aspects of it, is it not a fact 
that no major companies with or without this could do anything 
about coming to an agreement regarding the allowables because, one, 
it would be in violation of the Sherman Act, and two, it would be in 
violation of the State conservation laws of the States who have the 
responsibility of the conservation program? 

Mr. Morison. I would assume so, Mr. Congressman. What you 
are saying is that whether this bill is approved and put in effect or 
whether it is not, that a conspiracy among ostensible competitors in 
the oil business to limit production and to fix prices by that method 
is a Violation, in either event. 

The CuHarrmMan. Mr. Carlyle. 

Mr. Cartyte. Mr. Morison, having given this legislation careful 
thought, is there anything in this legislation that would preclude 
these several States from entering into such a compact without 
congressional sanction? 

Mr. Morison. Mr. Congressman, I honestly cannot answer you 
that, because that is a proposition of law and constitutional law. 

Mr. Caruyte. I am not asking for a legal opinion, but just your 
general thought along that line. 

Mr. Morison. I am in a difficult spot on that, because I think 
certainly States have a right to contract. Whether or not the force 
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of law on this in interstate commerce could be effected without the 
approval of Congress, I do not want to say. I do not know. 

Mr. Carty.e. If I understand you correctly, there is nothing in 
this legislation that has for its purpose to regulate production, that 
is, other than to consult with the interested States. They would 
advise each other, but so far as having any mandatory effect on pro- 
duction, there is nothing that requires that, is there? 

Mr. Morison. What you mean to say is that this compact does 
not mean that each State does not have an independent right to fix 
its production? 

Mr. Carty.e. That is correct. 

Mr. Morison. I think that is clear. 

Mr. Caruyte. There is nothing about this legislation that has for 
its purpose to regulate price so far as we know, is there? 

Mr. Morison. According to section 5 of the agreement, it disclaims 
that. That is, article V. 

Mr. Cartyte. What is there about this legislation that would make 
it prohibitive for these States to contract, as they are now doing, and 
for the purposes that they are now doing, even without congressional 
legislation? 

Mr. Morison. Mr. Congressman, again I would like to be relieved 
from answering that question because it goes beyond —— 

Mr. Cartyie. Let me ask you this: Did I understand you to say 
that you have or have not received some criticism, that is, the Depart- 
ment of Justice, that this compact has been exceeding its authority. 

Mr. Morison. No; we have not. 

Mr. Carty.e. Have you heard it suggested as to how this compact 
has exceeded at any time its authority? 

Mr. Morison. I will say this, as Congressman Heselton here sug- 
gests, the report of the Senate Small Business Committee of the 
Eightieth Congress, whether or not that report is evidentiary, made 
allegations about the operation of the compact which seemed to say 
it was not operating in the intent of Congress. 

Mr. Cartyue. Did it define any particular method in which the 
authority had been exceeded? 

Mr. Morison. No, sir; it did not. I assume that the committee 
here has had full access to that report. I remember that it criticized 
the State of Texas in that the first conservation step taken was in 
1948 to the question of escaping gas. That was its first conservation 
move. There were a few things like that. But whether they were 
factual or not, I do not know. 

Mr. Carty e. Is it true that report was in the nature of a blanket 
charge, rather than being specific at all? 

Mr. Morison. Yes, sir. We were tremendously interested in the 
report, trying to see if we could adduce evidence from which that 
report had been written which would justify us in filing a complaint. 
We did not find it, and no complaint was filed. 

Mr. Cartyte. In other words, I would think any member of this 
committee—at least I am interested—is interested in knowing the 
particular instances, or the method in which this compact has pro- 
ceeded in letting its authority reach into other fields other than 
intended by this legislation. 

Mr. Morison. Yes, sir. 
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Mr. Beckxworrtn. Will the gentleman yield right there? I was 
particularly interested in what you said about the report, Mr. Heselton 
referred to. You say you looked into it. 

Mr. Morison. I was not in the Antitrust Division then, but my 
people tell me that at the time the report was filed, they did look into 
it and try to substantiate and find evidence that could stand up in 
court that this had been a subversion of the congressional intent, 
and was a price-fixing scheme. 

Mr. Beckworrtu. So far as you know, they did not find anything 
that even bordered on that; is that right? 

Mr. Mortson. That is right. We did not find any substantial 
evidence that would support that. 

Mr. Beckworru. Could you supply for the record a copy of a 
statement that would evidence that? 

Mr. Morison. You mean you would like for me to state in a letter 
what I have said to vou? 

Mr. Beckworrn. Yes; saying that you looked at the allegation 
mentioned here. If you care to, you can say how extensively you 
conducted the search—I mean by you, or whoever did it—and that 
you did not find anything. 

Mr. Mortson. Yes, sir; I would be glad to. 

Mr. Wotverron. Of course, if vou find something different from 
that, vou can feel free to express that. 

Mr. Beckworrtu. Yes, sir. 

Mr. Morison. Yes, sir. 

Mr. Harris. The committee wants the facts. 

Mr. Hese_ron. May I make one suggestion as to the request 
made by Mr. Beckworth? Would you broaden that to include not 
only Mr. Morison’s findings, but what the Department found? 

Mr. Beckworrn. That is what we referred to at the beginning. 
He stated he was not with the Department at that time. J referred 
to the people who did the looking. You could even describe how 
much looking was done. 

Mr. Hesetron. | think that would be very important. 

Mr. Beckwortu. Yes; I do, too. 

The Cuarrman. Mr. O'Hara. 

Mr. O’Hara. Mr. Morison, I find myself as a country lawyer 
somewhat in the dilemma which vou find yourself on some of the 
questions which have been submitted to you. Now, as | understand— 
and if I misunderstand, I hope vou will feel free to differ with my 
statement of facts on which I base my questions—as I understand 
your answers to the questions that have been asked you by my 
colleagues on the committee, it is that vou feel that this compact 
does not affect, or as I believe it was stated by the Governor of Texas 
vesterday, that there was nothing in the compact or any action taken 
by the States within the compact which does interfere with the regu- 
lating body of the compact States, whether it be a utilities com- 
mission or a railroad commission or whatever the regulatory body 
might be; that they still work within the State in the matter of allow- 
ables, within the State, for example, as he was testifving, in the State 
of Texas. 

Do you agree that there is nothing in the compact itself that in 
any way alters or changes the right of the regulatory commissions 
within the respective States to make such rules or set up such stand- 
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ards of allowables or in the interest of conservation, or any other regu- 
lation than what the State itself provides? J mean, there is nothin 
apparently in the compact itself which affects the law of the individua 
States; is that your understanding? 

Mr. Morison. That is right. 

Mr. O’Hara. Then where is there any need of this legislation? 

Mr. Morison. Mr. Congressman, I cannot answer that. The needs 
that these States that have combined have found for having an inter- 
state compact, are something that they alone can tell vou about, I 
do not know. I have only looked at it from the aspect of whether or 
not—as the questions have come here—the effect of such agreement 
with the congressional approval under the constitutional provision 
would have an effect antitrustwise which would require the Depart- 
ment of Justice to object to it. Ido not know. I will think out loud 
with you, if that will be any help. 

Mr, O'Hara. It would be very helpful for the present, anyway. 

Mr. Morison. I would have to do some supposing. I would sup- 
pose that conservation measures taken would have to be taken in the 
light of what all oil-producing States are trying to do together. For 
instance, I would assume that if one State embarked upon a very 
vigorous program of conservation for reasons sufficient to its regula- 
tory authority and found a neighboring State with a greater production 
of oil had liberalized its right to withdrawal of oil, that you would find 
yourself prejudiced. I suppose that it was intended through common 
conferring and common exchange of information and advice and tech- 
niques of conservation, that they felt the need to have some unified 
body to accomplish this. I am just assuming out loud. I do not 
know. But I assume that the people representing these various States 
have expressed that to the committee. 

Mr. O’Hara. Like yourself, I am assuming, Mr. Morison, that the 
compact could well provide an orderly and rather quick transmission 
of interchange of programs and policies, first on what amount of oil 
should be produced, what their conservation problems are, all of the 
elements that go into those factors. But actually it could be done 
without such a compact as an interchange between the States without 
~ agreement between the States or any compact; is not that true? 

Mr. Morison. Thai may be so, Mr. Congressman, but again I want 
to point out to you that I am not very qualified really to get at that 
for you. I really do not know what have been the reasons that these 
States have pursued this, and why it is necessary. But I assume what 
you say is right. Possibly that is so. 

Mr. Hesetron. If the gentleman will yield, on the question Mr. 
O’Hara asked, let me quote to you again from the final report of the 
Special Committee to Study Problems of American Small Business of 
the United States Senate as follows: 

Contrast this with the State of California, which does not have a proration law 
or market-demand activities but does strictly enforce conservation practices. 
Gas flaring in California is prohibited except in the actual bringing in of a well and 
the total runs about 2.3 percent. California, supplying its own needs and that of 
four other Western States had the largest increase in oil consumption during and 
since the war, yet met all demands. No shortages existed on the west coast 
during the winter of 1947-48 despite a 50-percent increase in consumption over 
prewar years. . 


So it is done without a compact in at least one State. 
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Mr. O’Hara. Now, will you permit me to ask you this question. 
This is purely within the realm of speculation and rumor and does not 
in any way indicate that I assume it to be a fact. But if it is a fact 
that the 15 or 16 major operating oil companies have entered into such 
an agreement, that in the event a crisis occurs in Iran, that certain 
things will be done by these major oil companies—first let me ask you 
have vou heard of any such compact or agreement between these 
operating companies? 

Mr. Morison. No, sir. I do understand this, that there has been 
sent to the Department, I believe, from the Petroleum Administration 
for Defense, a so-called voluntary program relating, I think, to what 
you are talking about. I have not seen that yet. 

Mr. O’Hara. My question, Mr. Morison, infers that it might be 
completely in the interest of national defense. 

Mr. Morison. Yes, sir. 

Mr. O’Hara. And it might be completely in the interest of con- 
servation or it might be completely in the interest of the best public 
interest, or, let us say, the highest public interest. But certainly if 
such an agreement was made, I assume, the Justice Department would 
be very interested in approving or disapproving such an agreement? 

Mr. Morison. Yes. As a matter of fact, as you know, voluntary 
agreements are provided for in the Defense Production Act. That 
provides they may be formulated by the interested agency in connec- 
tion with the particular interested industry involved. It must be 
submitted to the Federal Trade Commission and the Attorney Gen- 
eral for approval before it can be put into effect. That, of course, is 
to eliminate the antitrust implications which otherwise would flow if 
it did not receive governmental approval. 

Mr. O’Hara. Is that a matter of regulation or law? 

Mr. Morison. That is a matter of law. 

Mr. Dotuiver. Mr. Chairman, would the gentleman yield? 

Mr. O’Hara. Something like the Bulwinkle bill. Are you familiar 
with that bill? 

Mr. Morison. I am afraid I am not. 

Mr. Douurver. Mr. Chairman, I just want to clear up one matter 
that was raised here in some of the discussion as to the basic reason 
for this legislation. I am now referring to the Constitution of the 
United States which was adopted in 1787, I believe. In article I, 
section 10, it provides: 

No State shall enter into any agreement or compact with another State without 
the consent of Congress. 

That is the basic reason for this legislation. 

Mr. Carty.e. Will the gentleman yield? 

Mr. Do.urver. Yes. 

Mr. Cartyte. Mr. Morison, I will tell you one thing that disturbs 
me, and that is, why you or representatives of the Justice Department 
are unable to give us a legal opinion when important legislation is 
pending before this committee, when the Federal judges have come 
before this committee in connection with legislation and freely give us 
their views and opinions. 

Mr. Morison. Mr. Congressman, or Mr. Chairman, I have no 
inhibitions about giving you views and helping you in any way I can, 
but the Attorney General is prohibited by law from giving legal 
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opinions except to the President and to the executive departments of 
government. So far as I know, that has been so since the beginning 
of the Republic. I wish I could. Maybe it is a good protection, 
because I might give you a bad one. 

Mr. Cartyte. Of course, having been also a country lawyer, I 
have been exposed somewhat to this provision of the Constitution 
that my colleague read, but in effect it is not necessary to call this 
a compact in reality to accomplish the purposes that this bill deals 
with, is it? It is just an arrangement between several States, is it not? 

Mr. Morison. Mr. Congressman, I wish I could answer that. I 
honestly cannot. 

Mr. Cartyute. That is all. 

The CuarrMan. Mr. Chenoweth. 

Mr. CuenowetuH. Mr. Morison, as I understand the tenor of your 
appearance before the committee, it is this: That your department, 
the Antitrust Division, has not found anything during the years 
which would justify you in proceeding against the companies who 
are involved in these agreements and entering into this compact. 

Mr. Morison. On the contrary, no, Mr. Congressman. We have 
on against virtually all of the oil companies who are affected 

ere. 

Mr. CHENOWETH. I mean under this compact; is that right? 

Mr. Morrison. That is right, sir. You see, we have a perfect right. 
I do not think this committee intends to say that this is a blocking 
of the antitrust action. This merely gives congressional approval to 
the conservation methods as spelled out here by these States who 
are members of the compact. 

Now, if they should exceed or go beyond or pervert the intent of 
this thing, there would be not the slightest restraint upon the Govern- 
ment, antitrustwise, from proceeding against them, and we would. 

I might say, Mr. Congressman, in order to clear it up and for fear 
that somebody would assume that the Antitrust Division is at all, 
shall we use a phrase, “soft’’ with reference to the oil industry, as 
near as I can make out, the history of the Antitrust Division, its 
major battles historically and daily have been against the oil industry 
from the time the Sherman Act was passed until the present, and 
it will continue to be so, because it is a very major and important 
part of our national economy. 

The Cuarrman. That is right. 

Mr. Cuenowetu. Mr. Morison, you said exactly now what I 
wanted you to say: that, in spite of this antipathy and suspicion of 
the oil industry, which you say exists—and you never lose an oppor- 
tunity to seize upon it—in spite of all that, during the years that this 
compact has existed, you have not found any instance where there 
has been any perversion of the intention of the compact, except that 
they have gone ahead and tried to conserve the natural resources 
and carry out the compact in good faith. Is that a fair statement? 

Mr. Morison. I would like to modify it in two respects. I do 
not want to leave on the record that the Government officials have 
antipathy to any citizen or business. Based on the facts, we have 
never brought a suit that the facts did not justify. 

Mr. Curnowertu. You did not lose any opportunity to bring a 
suit against the oil industry. 

Mr. Morison. That is right. 
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Mr. Curenoweru. Or any other industry. 

Mr. Morison. That is right. We could not stay in business unless 
we had a proper basis for the suits brought. 

Mr. CuenowetsH. As a matter of fact, you have looked for in- 
stances. You have gone out and made exhaustive investigations. 
You have gone out and found the facts. You have not found them 
doing any wrong after all that? 

Mr. Morison. We have no information or evidence that can be 
sustained in court that would sustain antitrust complaint either on 
the criminal or civil side out of the operation of the Interstate Oil 
Compact. If it should ever occur that we find it, we will be in court, 
and | hope we will have the full approval of this committee. 

Mr. Cuenoweru. | hope what you said has allayed some of the 
fears that perhaps this compact has been operated for subversive 
purposes. 

That is all. 

Mr. Wotvertron. Mr. Chairman, 1 have two questions I would 
like to ask of the witness. 

Directing your attention to article V of this proposed legislation, 
which sets forth, “It is not the purpose of this compact to authorize 
the States joining herein to limit the production of oil or gas for the 
purpose of stabilizing or fixing the price thereof, or create or perpetu- 
ate monopoly, or to promote regimentation, but is limited to the pur- 
pose of conserving oil and gas and preventing the avoidable waste 
thereof within reasonable limitations,” whose duty is it in the Govern- 
ment to observe whether that provision is carried out and not violated? 

Mr. Mortson. I will tell you what I conceive, Mr. Congressman, 
to be my responsibility of the Department of Justice Antitrust Divi- 
sion, and that would be, as I have stated before, that if this article V 
should be violated by participating oil companies in these various 
States, and-we could find such evidence, either upon complaint of a 
citizen or upon our own investigation, it would be my duty to bring 
a suit based on those facts. 

Mr. Wotverrton. I fully appreciate that. But I am asking who 
is the watchdog as to the effect of that section and whether it is 
carried out? Is there any governmental agency that has the direct 
duty of doing so? 

Mr. Morison. I would assume that my division, Mr. Congress- 
man, would have the greatest responsibility for that. There may be 
others. I do not know. I keep speaking about the Interior Depart- 
ment, because I think of them in terms of this kind of project that 
they would have a continuing interest to watch this. I may be wrong. 

Mr. Wotverton. That section was put in the bill originally for the 
very purpose I tried to emphasize: for the protection of the public 
interest. The very fact that it makes reference to monopoly and 
regimentation, and all the other elements that enter into Antitrust 
Act provisions indicates to me that the responsibility was upon the 
Attorney General. If there is any doubt about it, would you have 
any objection to an amendment being made to this bill that would 
make that clear? 

Mr. Morison. No, sir; I have no objection whatever if, in the 
wisdom of the committee and Congress, it is desired. 

Mr. Wotverton. I hope the members of the committee caught the 
answer to my question. 
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Mr. THornsperry. Would the gentleman yield? I do not know 
whether the record shows the assumption in the gentleman’s question 
that there are participating companies in the Interstate Oil Compact 
Commission. 

Mr. Wotverton. I am not assuming anything. I am merely 
asking with respect to this section, article V, having been made a part 
of this bill to protect the public and there seeming to be some doubt 
as to where that responsibility reposes at the moment under the legis- 
lation, would there be any objection to an amendment that would 
clearly define the responsibility of the Department of Justice or some 
other department to observe and take it as a matter of their 
own responsibility, and he said there would be no objection. 

Mr. Morison. Mr. Congressman, may I make clear that, whether 
you put in such a provision or not, we would still be responsible under 
the Sherman Act to pursue this in any event in its operations. But, 
if you have in mind that some agency of Government possibly 
should keep statistically advised of what is being done, for publication 
or something like that, I have no feeling about that at all. That is a 
matter of congressional discretion. 

Mr. Wotverton. The reason I mention this is the fact that the 
Federal Trade Commission appeared before this committee about a 
year ago, and one of its Commissioners gave testimony that there 
were hundreds—in fact, I think he said thousands—of complaints 
that had come to them from individuals with respect to the effect 
of this compact on their business, and the price charged to the con- 
sumer and so forth. Nothing has been done about that. Evidently 

four Department is not aware of those complaints that came to the 

Federal Trade Commission. Under those circumstances it seems to me 
to justify some definite statement being made in this legislation as to 
the responsibility of some department of government to handle those 
matters, and ascertain whether a question of violation of the provisions 
of the antitrust legislation exists. It seems to me that it 
would naturally come more directly under your department’s juris- 
diction than any other. 

Mr. Morison. Again let me point out, Mr. Congressman, if there 
have been complaints—I do not know this of my own knowledge, but 
I know the operation of my Division—if the Federal Trade Com- 
mission has complaints of the nature you suggest, I am sure, because 
of our close relationsip with Federal Trade, that the people of my 
Division have seen those complaints, and they must have been a part 
of the examination that I sopke of. Again let me just reiterate that, 
regardless of whether this committee or the Congress should pass a 
law and amend it by saying the Antitrust Division or the Federal 
Trade Commission shall watch this, we would do it anyway. It is 
like telling a policeman you have to arrest murderers. We are respon- 
sible for antitrust; and, whether you did or did not legislate to give us 
that jurisdiction, we would do it anyway. 

Mr. Wotverton. This article V seems to visualize at least a possi- 
bility that there might be under this act a disposition to stabilize or 
fix prices, to create or perpetuate monopoly and so forth, or it would 
nol have been put inhere. This is an act of Congress. It is a composite 
judgment of the Members of Congress after this committee had 
reported on it. Having in mind, for instance, the uniformity of 
price with respect to gasoline that generally exists in localities or 
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areas, does that have any relationship to the powers that are granted 
under this compact? 

Mr. Morison. I just do not know whether it does or not, Mr. 
Congressman. Do you have something in mind? 

Mr. Wotvervron. I could readily understand that you might not 
be in a position to answer offhand. I do not object to the answer 
you have made. But, in view of the fact that it exists, does your 

epartment make any investigation of that uniformity of price to 
determine whether it is in violation of the antitrust laws? 

Mr. Morison. Yes, sir. As a matter of fact, Mr. Congressman, 
we have not only a series of investigations but we have a suit already 
in progress in which that is a major part of our allegation. 

Mr. Wotverton. Very well. That is very gratifying tome. For 
over a period of years I have not failed to note that, wherever you go 
in any particular locality, there is practically no change in the price 
of gasoline anywhere in that locality. In fact, you could say there 
was almost 100-percent adherence to a fixed price between the inte- 
grated companies as to the price they charge the consumer. I have 
never had a good explanation given to me as to how that could happen 
unless there is some agreement in some way, or understanding in 
some way, that enables that to be done. And, to accentuate the situa- 
tion, | remember on one trip I took with this committee to the State 
of Texas, outside of one of the great refineries there, that the price 
was the same as, if not a little bit more than, it was up in the State of 
New Jersey. I never could quite understand how that could be, 
when you consider the question of transportation and all the elements 
that would necessarily enter into the price charged. 

Mr. Morison. I would say—the least you could say, Mr. Congress- 
man—that was poor public relations on the part of that company. 

Mr. Wotverrton. If it were merely poor public relations, | would 
not take the time to refer to it, but, on the other hand, it was not poor 
from a business standpoint. 

Mr. Morison. No; I am sure it was not. 

Mr. Have. Mr. Morison, the State of Maine, my State, has a 
statute which forbids the export of hydroelectric energy generated in 
the State. Suppose the State of Texas, by statute or otherwise, 
attempted to prevent the export of any petroleum or petroleum 
products from the State of Texas; would that interest the Department 
of Justice? 

Mr. Morison. First, of course, Mr. Congressman, that asks for a 
legal conclusion as to whether or not in law they could do that. I 
cannot answer that. I am not trying to evade your question. I just 
do not know how to answer it. Certainly any commodity, whether 
it be oil or whatever it is, that was found to have been restricted under 
the terms of either section 1 or 2 of the Sherman Act obviously would 
be a matter of interest to the Department and might be the subject of 
a complaint. We would file a suit if we found a violation. Whether 
we could do it in a situation you have described, | would not try to 
say. 

Mr. Hae. If the Attorney General of the United States picked up 
a newspaper which said that the State of Texas had passed a law 
forbidding or purporting to forbid the export from Texas of any petro- 
leum products originating in the State of Texas, do you think the 
Attorney General of the United States would be interested or not? 
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Mr. Morison. I honestly cannot answer that. I can do it this 
way, Mr. Congressman. If we assume—and on first impression there 
is a good deal of justice in saying it—that a sovereign State has the right 
of control of its domestic intrastate commerce, and if it determines 
that consumption of any commodity made or withdrawn from the State 
is to be relegated only to intrastate commerce, and assuming that is 
lawful, how would the interest of the United States come in except, I 
suppose, to say and protest that the commerce and the economy of the 
other States would be seriously affected, and that it was an unwise 
law, because it denied the flow of commerce to people who are depend- 
ent on that particular product. Again, I do not know as a matter or 
law. Now, would I want to say whether or not—— 

Mr. Hare. Obviously, if the oil-producing States did restrict the 
exports of petroleum products produced in their boundaries——— 

Mr. Morison. You said “restrict”. I thought you said “pro- 
hibit” 

Mr. Haus. Well, either one. It would be very difficult for the 
people in New England where we do not produce any oil at all. 

Mr. Harris. Will the gentleman yield, Mr. Chairman? 

Mr. Have. Yes. 

Mr. Harris. I can say if such conditions should be attempted, 
since Texas produces probably half or more of the petroleum used 
domestically in the United States, the people of the United States 
would take care of the State of Texas. Of course, some of these 
Texans might object to the statement. 

Mr. Hace. It might induce a lot of people to visit Texas. 

Mr. Morison. Since the decision in the Tidelands case, there 
would be a certain body of unexplored oil which might be made 
available notwithstanding. 

Mr. O'Hara. It is such a delightful privilege to have someone who 
speaks so frankly as to what he knows or does not know, I cannot 
refrain from asking this question, and 1 quote first from article V 
of the compact: 

It is not the purpose of this compact to authorize the States joining herein to 
limit the production of oil or gas for the purpose of stabilizing or fixing the price 
thereof, or create or perpetuate monopoly, or to promote regimentation, but is 
limited to the purpose of conserving oil and gas and preventing the avoidable 
waste thereof within reasonable limitations. 

The last line is very intriguing to me as a practical lawyer. If, as- 
suming under the compact, the States meet and agree upon a certain 
limitation of production which naturally could be urged in the in- 
terest of conservation, we will say, and that action is taken not as a 
compact but by the individual States, and the oil producers comply 
with that, and yet very directly the result could well be that that was 
seriously affecting the price to the consuming public, causing the 
consuming public to pay a higher price, just what cont your own 

eaction be to that? Where does conservation come in and where does 
the public interest come in? I would like to ask vou if vou could 
please answer that. 

Mr. Harris. Mr. Chairman. 

The Cuarrman. Mr. Harris. 

Mr. Harnris. I appreciate that is a very interesting and important 
question, but the fact still remains the witness has been called upon 
to answer something which is not contained in this proposal. It has 
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been stated over and over again that under the proposed compact 
agreement the States cannot enter into such an agreement between 
themselves, and anything that might be said or any conclusion reached 
in the compact meetings has no ,binding effect whatsoever on any 
regulatory authority of any State. 

Mr. O’Hara. Mr. Chairman, are we in a court of law where there 
are rulings on these questions, or are we getting information? 

The Cuarrman, I think the gentleman is right in insisting that 
we keep within the bounds of what is pertinent to the hearing. 

Mr. Harris. If the gentleman wants to assume “If such a thing 
could be brought about’’—— 

Mr. O’Hara. Of course, ] am assuming it. Iam not making it asa 
statement of fact. I could not. 

Mr. O’Hara. I certainly have a right to ask this witness if, under 
that language assuming such facts existed, what would be his inter- 
pretation. 

Mr. Wotverton. The very fact that the gentleman started his 
question with the word “Tf” is an indication that it was an assumption 
for the purpose of the question. 

Mr. Harris. The gentleman said, “Under this proposed agree- 
ment’’—— 

Mr. O’Hara. I said “If.” 

Mr. Harris. But it cannot be done. 

Mr. O’Hara. I submit the question is perfectly appropriate, and 
T want to have an answer before I am asked to vote one way or another 
on this bill. 

Mr. Harris. It is perfectly all right with me that the gentleman 
get an answer, but I do not think the record should assume something 
that does not exist. 

Mr. O’Hara. I do not want to make any personal remarks, but it 
has always been a custom in the 9 years that I served on the com- 
mittee that questions were asked—lately we have had a situation 
where some of them were irrelevant, I admit, and some of them were 
not within the contemplation of the act—but I think all of us recognize 
that the members here are trying to get information, important 
information, important information particularly to this committee 
upon a question that is the heart of the bill, article V of this resolution, 
and I want to know the answer. I am going to ask, Mr. Chairman, for 
a ruling one way or another. 

Mr. Harris. Mr. Chairman, I am not objecting to the question. 
I am objecting to the fact that something is stated assuming that it 
is in the legislation. If the witness wants to answer, it is perfectly 
all right with me. I do not object to an answer to the question. But 
I do say that the record should not infer that such an assumption is 
present in the resolution. 

Mr. O’Hara. I did not say that. 

The CuarrMan. In other words, I think the position of Mr. Harris 
is this: It would be contrary to the law to even assume that could be 
done under this compact. 

Mr. O’Hara. I am asking what I think is a perfectly practical 
situation, and assuming——— 

The CHArRMAN. You have to assume—— 

Mr. Wotverton. If the court please, and I assume it is a court, 
rather than a committee—— 

The CHairman. We want to be orderly. 














INTERSTATE OIL AND GAS COMPACT 101 


Mr. Wotverron. I think the best way to be orderly is to recognize 
that a member of the committee has a right to ask any question that 
he thinks has a bearing on the issue whether the other members do 
or not. In this particular instance I agree with Mr. O’Hara, that it 
comes within the purview of article V, and I do net think it is the 
right of anyone to question or interfere with the right of an individual 
on this committee to ask what questions he wishes. 

Mr. Harris. Mr. Chairman, it is not my intention or purpose to 
protest or attempt to deprive any member of this committee from 
asking any questions they want to, but I do not think it is fair to the 
witness, and I do not think the record should assume a lot of things 
that are not present. We should not try to read into the legislation 
anything reflecting upon the States who are honest, as the record 
shows, the past history shows, in the administration and actual carry- 
ing out of the provisions of the compact or try to read something into 
the proposal that is not actually present. I think there should be 
some limitation. 

The CuarrMan. In other words, it is your position that it is legally 
impossible to make such an assumption? 

Mr. Harris. The assumption is all right and again I have no 
objection. 

Mr. O’Hara. Mr. Chairman, I regret that my colleague has 
attempted to reflected on my question because no one has more 
studiously tried in all the time I have been a member of this com- 
mittee or any other committee of Congress to be entirely fair with 
any question that I ask of any witness that has appeared here. 

Mr. Harris. I hope the gentleman will accept my apology if he 
thinks there is any personal implication in my statement, because 
there is not. 

Mr. O'Hara. Now, let me reframe the question so it may meet the 
approval of my distinguished colleagues. 

To me it is perfectly obvious under article V that it is easy to assume, 
and I am assuming for the purpose of the question without any back- 
ground of information whatsoever, that it is very possible for a State 
in good faith to make a regulation which is under the theory of con- 
servation, which by coincidence might be followed out by all of the 
other oil-producing States that there will be so much oil produced, 
and no more for a given period of time under the theory of conserva- 
tion, but which might or might not be within a reasonable limitation 
of conservation, but which would have a definite effect upon pricing. 

My question is, assuming all those facts, Mr. Witness, stated as [ 
have as an assumption, and not as a fact, What would be the situation 
as to the responsibility of the Justice Department in such a case 
with such a state of assumed facts? I think it is terrifically important 
to me to know. 

Mr. Morison. Mr. Congressman, I honestly do not know quite 
how to answer that. I will have to do some assuming on my own 
to try to reach the problem. 

Mr. O'Hara. Handle it any way you want. 

Mr. Morison. I think the essence of what you are trying to say 
is, suppose quite legitimately that the States produci ing oil for honest 
legitimate conservation purposes of preserving their natural resources 
should limit the supply of oil which is to be withdrawn. Then the 
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effect of that would be, upon your assumption, that the supply would 
be limited, that the price of oil would go up. 

Mr. O’Hara. That is my assumption. 

Mr. Morison. You are asking what would be the Department’s 
position on that, and that again gets me in the position of giving you 
a legal opinion. I do not know. The Sherman Act of course pro- 
ceeds upon conspiracy and proceeds against individuals who engage 
in conspiracy or who effect, by agreement or otherwise, the fixing of 
price, or the restricting of trade in interstate commerce. When I get 
to that point, I cannot answer you, because as I say that involves a 
legal opinion that I not only am prohibited from giving, but I would 
not want to do it without giving it a lot of study. I do not think I 
should do it. That is the dilemma and I do not know the answer. 

Mr. O’Hara. It is a very practical dilemma, is it not? 

Mr. Mortson. Yes; it is. I think, too, Mr. Congressman, that 
this kind of a dilemma is not unique. I think we find this question 
of balancing interest, balnacing the interests of the sovereignty of the 
State against the over-all Federal responsibility, constantly a matter 
that is before us in the administration and before the Congress. I 
suppose the best we can hope for is for some reasonable middle course. 
Whether there is a black-and-white answer, I do not know. 

Mr. O’Hara. That is all. 

Mr. Hesetron. I am left in a little bit of doubt, Mr. Morison, as 
to what you propose to do. I thought in answer to the request I 
made, you said you would look into this report and give us the benefit 
of your opmion as to whether the executive secretary furnished any 
factual basis upon which you might be concerned as to the operation 
of this compact law. Then I understood you to say to, I think Mr. 
Beckworth, that had already been done, and the Department had 
found no factual basis for the statements made by the Senate 
committee. 

Mr. Morison. Yes. 

Mr. Hesetton. And you were going to furnish us with some kind 
of asummary advising what conclusions vou reached in spelling it out? 

Mr. Morrson. Yes, sir. 

Mr. Heserron. Do vou still intend to look into this over-all picture 
as a result of this hearing todav? You can see that there have been 
several questions raised, and pretty important questions. 

Mr. Morison. Yes, sir. 

Mr. Hrsrevron. I would like to put it to you this way: I think 
there must be available statistical, unquestionable information, as to 
how much the requests were in the various States under the proration 
laws, how much the allowables were, and how much the actual use 
was. As the vear passed, how much was actually consumed. The 
Senate committee pointed out that in 10 of 12 years the allowables 
were always under the amount consumed. That goes back to the 
question everybody has been asking here, and I think you admit it 
would have a tendency to either stabilize price or mecrease price. 
Perhaps it is all right, but it does have within it for Congress to 
consider some things that I think you ought to look into. I think 
you could be of great assistance to this committee if vou could make 
a report on what the historical pattern has been in the last 13 or 14 
years, or whatever period of time it has been, when this compact has 
been in operation and see whether or not we should do some tightening 
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up. Mr. Wolverton has made a very excellent suggestion. I asked 
Mr. Perley if he would not look at it. It seems to me that stating 
this negatively is not the way to get at it. We ought to follow the 
pattern of the compact legislation. 

I will furnish the committee the recommendation he made which 
does definitely improve it. Do you not think it is worth a study of 
the actual statistics over the last 15 vears and report back to us what 
your opinion is after you made that examination, calling upon any 
experts if vou want to, to find whether in fact allowables are fixed 
at the maximum efficient rate, or whatever the term is, or whether 
there is a dismissal of the engineering factor and some other hazy 
thing that is perhaps causing some trouble. 

Mr. Morison. Yes. Let me point out, Mr. Congressman, the idea 
that we have. As I stated, in the process of constantly reviewing 
the operation of the interstate compact, because in our general interest 
in the oil industry where we find violation, obviously the interstate 
compact has some connection with it—thev are all oil-producing 
States—we have found no basis of antitrust action or violation, and 
we have, as you have suggested, kept abreast by investigation and 
inquiry during the course of the whole operation of this. But I want 
to point out to you one difficulty, and maybe this is what you are 
driving at. Assuming that what vou say is correct, that in every 
instance the pattern shows that the so-called demand for oil set by 
individual oil companies to State regulatory commissions was always 
less than the allowables granted by the State—— 

Mr. Hesevron. And less than the amount actually used. 

Mr. Morison. And less than the amount actually consumed, 
unless there is evidence to show that the individual contributing com- 
panies conspired in doing that, and that it was not an honest estimate, 
you would not have an antitrust case. You could not prove it. It 
may be as you suggest that you rationalize from that, that it must 
be so. But I doubt how far you would get. That was the very 
genuine dilemma we have always had on this sort of thing, because I 
do not believe that proves it. 

Mr. Heseiron. May I interrupt there and say this: That may be 
true that you could not find a case that would stand up in court. 
Nevertheless, that would not discharge this committee from a respon- 
sibility of attempting to devise some language in this very compact 
legislation which might remedy that. That is why I think we would 
value whatever findings you make, together with an expression of 
reasons as to why you do not think it supports any charges that have 
been made by any committee or anybody else. 

Mr. Harris. Would the gentleman yield, Mr. Chairman? 

The CnarrmMan. Mr. Harris. 

Mr. Harris. I would like to suggest that even on the face of it is 
the responsibility of the Department of Justice, the responsibility of 
the program the gentleman outlined is one for this committee. I have 
been one of those who have contended that the matter be gone into 
thoroughly, that the committee assume its responsibility in getting 
all the facts. The gentleman has some concern on something I have 
a great deal of concern about. If this committee would assume its 
responsibility, perhaps we could get a great deal of information that 
would be helpful to all of us. 
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Mr. Heserton. | think we could all cooperate. I do not question 
that. But in terms of what Mr. Morison suggests in following this 
over the period of years, I assume you must have quite a considerable 
amount of useful information and you could digest that in terms of 
questions | suggested we might have something very concrete before 
we are asked to vote on it. I can say frankly I am troubled about 
article V. I am not troubled about the propriety of the declared 
program as far as the declared purposes are concerned. 

Mr. Harris. I do not think anybody is going to object to the sug- 
gestion made by the gentleman from New Jersey about the provisions 
with regard to responsibility. In other words, we say to the Depart- 
ment of Justice, “You go do your duty.” I do not mind that at all. 
Mr. Morison says as far as the Department is concerned, he does not 
mind. 

Mr. Hesevron. I am merely making a suggestion which I hope 
will be helpful. 

Mr. Beckworru. In view of what Mr. Morison has said that they 
have kept abreast and are familiar with the reports such as the one 
mentioned over there, certainly there would not be anything wrong 
in giving an analysis of what was found as you have kept abreast. It 
may be in the form of a letter or otherwise. 

Mr. Morison. All I want to say is that I think it is going to be 
repetitious. 

Mr. Becxworru. It will not hurt to have the repetition in writing 
if you would just give us an idea as to what you found when you 
studied such reports as this one here. You said you would awhile 
ago, as | understood you. 

Mr. Morison. What I am suggesting is this, that the interstate 
compact commission itself did, | assume at the time this same bill 
was up for renewal before, furnish the committee with all of the facts 
and statistics which are the same ones which we have. Since it is 
purely a matter of oil statistics, what we would be doing is taking it 
out of our files and recopying things that I believe this committee 
already has. I will help anyway I can, Mr. Chairman, but I really 
do not believe—— 

Mr. Beckwortu. Mr. Chairman, I understood in answer to a 
question that Mr. Heselton asked about a report that you people 
had made some study and investigation of that report. Is that 
correct or not? 

Mr. Morison. We studied the report, Mr. Congressman, in the 
light of our continuing examination of the oil industry, including the 
operation of the interstate oil compact. We were spurred on by the 
Small Business Committee of the Senate report to try to see if that 
committee or witnesses or documents which they had available would 
give us evidence which we did not have as a result of that inquiry. 

Mr. Becxwortu. If you studied the reports, you certainly reached 
some conclusion and made a finding. Is not that a fair statement? 

Mr. Morison. We did not file an antitrust suit. 

Mr. Beckwortu. The point is you reached some conclusion or 
made a finding, did you not, if you studied it? 

Mr. Morison. Yes, sir. 

Mr. Beckworru. Is that true or not? 

Mr. Morison. Yes, sir. We are not an administrative agency, 
Mr. Congressman. It is misleading to say we made a finding. 
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Mr. Beckwortn. If you studied the report, you made a finding or 
reached a conclusion, at least, 

Mr. Morison. As I indicated, we did not file. 

Mr. Beckwortu. What would be wrong in your telling the com- 
mittee what the report was? 

Mr. Morison. I thought I had, Mr. Chairman, but I still will 
state it again. Asa result of our inquiry, we had not found a violation 
of the Sherman Act by reason of the operation of the interstate oil 
pact, and we have not filed a suit. 

Mr. Hesevron. Would you yield at that point? 

Mr. Beckwortn. Yes. 

Mr. Hesetron. Is it a practice in the Department, when those 
allegations are made, to assign someone to investigate it or someone 
does at least investigate it, and then having reached a conclusion to 
file any kind of a written statement covering the conclusion and the 
reasons for reaching it, or do you mean to leave us the impression 
that there is nothing in writing, only something that you orally 
agree upon? 

Mr. Beckwortn. You are talking about whether you filed a suit. 
We know you have not filed a suit. You have not said a thing to the 
committee when you say that. 

Mr. Morison. In answer to your question first, Mr. Heselton, in 
some cases that results in an extensive memorandum being prepared. 

Mr. Hesevton. Yes. 

Mr. Morison. In some cases it results merely in a staff conference 
at which point all of the evidence which has been plowed over instead 
of being duplicated in memorandum is reviewed in conference. 

Mr. Hesevtron. That is orally. 

Mr. Morison. Yes. 

Mr. Huzsevton. Which was the case in this instance? 

Mr. Morison. That I do not know. I do not know whether this 
is contained in any memorandum or whether it was the result of 
having compiled all the evidence we had and having a staff conference 
with the litigation section. 

Mr. Hesevton. You have no objection to furnishing the copy of 
the memorandum if one exists, or a summary of the reasons why 
those engaged in the conference decided there was no justification 
for a suit? 

Mr. Morison. I think what would be more helpful, and I would be 
glad to supply it, is a letter to the committee reviewing the whole 
process of our investigation and conclusion. 

Mr. Hesevron. And you will file a memorandum on it if one is in 
existence? 

Mr. Becxwortn. That is exactly why I asked vou for that to 
begin with. 

Mr. Morison. I did not understand you. 

Mr. Wotverron. If the time is available, it would seem to me that 
it would be appropriate to inquire what is meant by keeping abreast 
of the situation. For instance, I would like to know if you are in a 
position to tell us whether prices have gone up since this compact was 
first entered into. If so, when, how much, giving a list of that. 
And then further, as to its relationship to the allowables that were 
agreed upon under this compact by the several States. For instance, 
it was stated yesterday that in 10 out of 12 instances the amount of 
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allowables was less than what was the indicated demand. If that 
is the case, it cannot have any other effect than keeping the price 
up, if the supply i is kept below what the demand is. Those are the 
kind of questions I would like to know whether the Department in 
keeping abreast of the situation has made itself aware of. 

Mr. Harris. Mr. Chairman, I want to make this statement. 
There seems to be a clear feeling that there is a question on one hand 
of the need and advisability of States entering into these compact 
agreements for conservation and on the other the fear that there might 
be some tendency for price fixing among the companies. Yesterday, 
in the course of the hearings, it was suggested that the committee look 
in on a session of the compact commission. [ think it would be 
highly advisable and I think many members of this committee ex- 
pressed the feeling that they would like such an opportunity. Since 
this question of conservation and fear of price fixing has been raised, 
I think it would be highly advisable for this committee, in order that 
the members mav see the results and what happens, to attend a 
meeting of the regulatory commissions of some of these States where 
allowables are set, listen to the engineers as they present the case on a 
field, and actually go out and see some of the wells where they take 
bottom hole pressure and observe other elements in fixing an allow- 
able, and thus see if it is not based solely on conservation and not with 
any intention whatsoever of price fixing results. If an opportunity 
is made in this committee, I will make such a motion. If the chairman 
will entertain it, I will make that motion. 

The CHatrmMan. You heard the motion. 

Mr. O’Hara. Parliamentary inquiry. Does that include the entire 
committee or the oil subcommittee? 

Mr. Harris. Every member of the committee that wants to go, 
because I think it is that important for the members of the committee 
to know what is going on and consequently I know that a lot of these 
things that are being built up—— 

The CHarrMan. All in favor of the motion, say ‘‘aye’’; contrary, 
“no.”’ The “ayes” have it. 

Mr. Hesetron. May I make a comment to what Mr. Harris has 
said. Ona companion piece of legislation in a letter to the President 
of March 4, 1948, Senator Wherry quoted from what Mr. Samuel B. 
Pettengill said on June 7, 1937: 

He has the power to suspend the operations of the Connally bill if he finds that 
the oil-producing States which do prorate production are limiting production below 
national demand and thus unjustly enhancing the price. 

That has to do with this whole proposition, although it deals with 
another piece of legislation. 

The Cratrman. Thank you, Mr. Morison. 

Mr. Morison. Thank you, Mr. Chairman. 

(The following letter was later received from Mr. Morison:) 

DEPARTMENT OF JUSTICE, 
Washington, June 15, 1951. 
Hon. Ropert Crosser, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D.C. 

My Dear Mr. CHatrMan: When I appeared before your committee on last 
Tuesday, I was questioned regarding any inquiry the Antitrust Division may 
have made after the filing of Senate Report No. 25 by the Special Committee To 
Study Problems of American Small Business, under Senate Resolution 20 of the 
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Fightieth Congress, especially with regard to erude oil production controls, 
discussed by that committee on pages 13 to 16 of the report. 

1 wish to advise that as part of the continuing investigation being conducied 
by the Antitrust Division into the operations of the major oil companies in the 
production branch of the petroleum industry, some attention was given to that 
part of Senate Report No. 25 which discussed crude oil production, the interstate 
oil compact, and the use of ‘‘market demand” by the oil-producing States in lieu 
of sound engineering principles in arriving at production allowables. We exam- 
ined part 27 of the transcript of hearings before the Senate committee and the 
files and papers of the committee with respect to crude oil production and the 
interstate oil compact. This examination did not reveal any evidence which 
would support a charge that a conspiracy to curtail production and fix the price 
of crude oil existed in violation of the antitrust laws. 

The Department found that the interstate compact commission had sponsored 
a model conservation statute which incorporated ‘‘reasonable market demand”’ 
provisions to be considered by State conservation authorities in fixing an allowable 
for that State. 

We also found from published statistics that the average price of crude oil at the 
well for the United States had increased from 97 cents per barre! in 1935 to $2.60 
per barrel in 1948. I believe that this information regarding price will be found 
to be in answer to a portion of the questions asked of me by Mr. Heselton of your 
committee. 

Sincerely yours, 
H. G. Morrson, 
Assistant Attorney General. 


The CuHarrMan. We will now call on Mr. Wimberly. 


STATEMENT OF HON. HARRINGTON WIMBERLY, COMMISSIONER, 
FEDERAL POWER COMMISSION, WASHINGTON, D. C. 


Mr. Wiuserry. Mr. Chairman and members of the committee, my 
name is Harrington Wimberly. I am a member of the Federal Power 
Commission and in this brief statement in support of the enactment 
of House Joint Resolution 206 and House Joint Resolution 211, 
consenting to the interstate oil compact to conserve oil and gas and 
extending and renewing the compact for a period of 4 years from 
September 1, 1951, I am expressing the unanimous view of our 
Commission. 

I shall confine my remarks to certain important activities of the 
compact that have particular significance in connection with the 
work of the Federal Power Commission in administering the Natural 
Gas Act. 

Section 11 (b) of the Natural Gas Act requires the Commission— 
to assemble and keep current pertinent information relative to the effect and 
operation of any compact between two or more States heretofore or hereafter 
approved by the Congress, to make such information public, and to report to the 
Congress, from time to time, the information so obtained, together with such 
recommendations as may appear to be appropriate or necessary to promote the 
purposes of such compact. 

Pursuant to the above statutory directive, the Federal Power 
Commission has maintained a continuing interest in and has kept 
abreast of the activities of the Interstate Oil Compact Commission. 
Members of the Federal Power Commission and staff employees 
have, since 1944, attended various sessions of the Interstate Oil 
Compact Commission as observers. The Federal Power Commission 
has consistently given its support to the Interstate Oil Compact 
Commission when the matter of extension of its life has been before 
the Congress. 
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In July 1943, the Commission received a report from a member 
of its geological staff, Mr. A. A. Hammer, and I think a final conclusion 
he made in that report holds true today. It expresses the viewpoint 
of the Federal Power Commission regarding the interstate oil compact 
commission and I quote one paragraph from that report, as follows: 

Finally, it may be said that the interstate oil compact commission after a period 
of uncertainty, has oriented itself in the right direction, has outlined and is carrying 
out a constructive program and is deserving of full support. It already has the 
endorsement of the Congress and the President of the United States, as exemplified 
in the continuing support it has received from them. As now constituted and 
organized with its progressive program, the compact commission is democracy 
at work, It should be encouraged, assisted and strengthened wherever possible. 

There are today outstanding certificates of public convenience 
and necessity issued by the Federal Power Commission which author- 
ize the transportation and sale by interstate natural gas pipeline 
of approximately 9% billion cubic feet of gas daily. The Federal 
Power Commission has sought to require realistic showings of gas 
reserves before issuing certificates for pipeline expansion. The tests in 
that regard include, among other things, proof that dedicated acreage— 
that is, acreage owned or under contract by the applicant—in each 
instance can reasonably be expected to maintain daily delivery of gas 
which the pipeline company proposes to sell. These technical studies 
are geared to sound conservation practices which are enforced by 
the producing States. These measures are in our opinion designed 
to insure the maximum recovery of natural gas in each producing pool. 
It is an undisputed fact that the long-range welfare of natural gas 
consumers thousands of miles from the producing territory is depend- 
ent on enforcement of sound conservation practices, as well as giving 
ptotection to the collateral rights of individual producers supplying 
the interstate pipeline markets. 

In brief, the principal basis of the Federal Power Commission 
support of Congressional authorization for extension of the life of the 
Interstate Oil Compact goes to the achievements of the various 
producing States in attaining a high degree of efficiency in enforcing 
sound conservation regulations. The uniformity of such laws and 
their sound administration are essential in the protection of natural 
gas consumers who want to enjoy the benefits of natural gas service 
for the maximum length of time. Any change which would hamper 
the producing States in acting cooperatively in enforcement of their 
conservation statutes would result in confusion and uncertainty and 
would undoubtedly be detrimental to natural gas producers supplying 
the interstate pipe lines. 

Mr. Chairman, that completes my statement. 

Are there any questions? I would be happy to answer them if I can. 

The Cuatrman. Mr. Heselton. 

Mr. Hesetton. Mr. Wimberly, as I remember it, your Commission 
has no jurisdiction over the crude oil pipelines. That is with the 
Interstate Commerce Commission? 

Mr. Wiuserty. We have no jurisdiction over oil pipelines, that is 
correct. 

Mr. Hesev_ton. But having in mind the statements made in the 
Senate Small Business Committee report with reference to crude 
oil pipelines and product pipelines, the criticisms they made and 
suggestions they made, has it come to your knowledge at all that any 
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similar charges have ever been made in connection with natural gas 
pipelines? 

Mr. Wimserty. There are a very few natural-gas pipelines. The 
amount of natural gas that is transported by pipelines acting as 
common carriers is very, very small. The problems of the operation 
of an oil pipeline, which I do not know much about, the matter has 
been studied, naturally, to some extent by our technical people, the 
operation of a natural-gas pipeline selling wholesale to distributing 
companies is very much different from the operation of an oil-carrying 
pipeline which, as I understand, they operate as common carriers. 

Mr. Hesevron. For instance, in connection with crude-oil pipeline 
companies, it is stated here that there are instances where the pipeline 
was not available to the independent. To your knowledge there is 
no such occurrence? 

Mr. Wimperty. We have had no information whatever to my 
knowledge of any problem of that nature in connection with the 
transportation in interstate commerce of natural gas. 

Mr. Hesevron. That is all, Mr. Chairman. 

The CuarrmMan. Mr. Wolverton. 

Mr. Wotverron. Under the act, as you have pointed out, there is 
a requirement that you make reports. To whom are those reports 
made? 

Mr. Wimperty. Mr. Chairman, the act of course does not say to 
whom the reports shall be made. The Federal Power Commission 
has reported on this legislation from time to time. To my knowledge 
that is the only thing of a definite nature of a report that we have 
made. The matter of conservation comes up in various certificate 
cases where pipeline companies are applying for expansion of their 
lines and of their capacity. The matter of daily deliverability of the 
reserves which they present as an offer of proof is always the subject 
of inquiry. 

Mr. Wotverton. Yes; but I am speaking about reports. You 
say reports have been made from time to time. To whom have you 
made those reports? 

Mr. Wimperty. The reports have been made insofar as I know 
only when the matter of the extension of the Interstate Oil Compact 
Commission has come before the Congress. 

Mr. Wotverton. Have you prepared reports that exist in your 
department? 

Mr. Wimper.y. Prepared reports on the operation of the com- 
mission? 

Mr. Wotverton. Yes. 

Mr. Wimperty. And submitted? Do I understand your question 
also goes to whether those reports have been submitted to committees 
of Congress? 

Mr. Wotverton. Not necessarily to committees. Uusually they 
are submitted to the Congress or to the President. You speak of 
having made reports from time to time. I am merely inquiring to 
whom the reports have been made, and are they available. 

Mr. Wimper.ty. The most extensive report to my knowledge that 
has been prepared by the Federal Power Commission—and frankly | 
do not know what distribution or where it was submitted—it was a 
report I referred to made by A. A. Hammer in 1943 in July. It was a 
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very extensive report. I was frank to say when I got to going through 
the files on this subject here a few weeks ago, I ran into that report 
for the first time, although I had seen various parts of it quoted from 
time to time. It is a very extensive report covering all phases of the 
operation of the Interstate Oil Compact Commission. I am going 
to suggest to the commission that they print that, or have it mimeo- 
graphed so that it will be available to anyone who might be interested. 

Mr. Wotverton. Of course, this section 11 (b) of the Natural Gas 
Act requires that you make a constant study and make such informa- 
tion public, and to report to the Congress from time to time informa- 
tion so obtained together with rec ommendations. 

Now, have you made reports to Congress? 

Mr. Wimperty. As far as I know, there has been no formal report 
made to the Congress other than in reporting on the bills. 

Mr. Wotverton. One further question. Does your commission 
have jurisdiction over the price of natural gas? 

Mr. Wimserty. The commission has not, since the passage of the 
Natural Gas Act, endeavored to fix the price received by a producing 
company or the price of the producing company to the pipeline com- 
pany where the producing company did not otherwise engage in inter- 
state commerce, or make sales for resale in interstate commerce. 
I am unable to predict what the commission might do in the future 
or might endeavor to do in the future. As you know, that matter is 
pretty well before the commission at this time. 

Mr. Wotverton. I had in mind the emphasis that you placed 
upon the closing words of your first paragraph, “I am expressing the 
unanimous view of our commission.’ Of course, I do not want to 
ask any questions that would indicate on any question there is any 
division of views. 

Mr. Wruserty. Mr. Wolverton, I might say with reference to the 
subject matter before this committee at this time, the commission is 
unanimous, 

Mr. Woxtverron. I suppose we should appreciate that fact and 
not do anything that would indicate a thought on the part of this 
committee or any of its members either of surprise or that you should 
not be unanimous. 

Mr. Hate. I think, Mr. Chairman, the commission should at least 
be felicitated. 

Mr. Wotverron. I have no further questions. 

The CuarrMan. If there are no further questions, thank you, 
Mr. Wimberly. This concludes the hearing. 

(At 4:25 p. m., the hearing was concluded.) 

(The following statement was submitted for the record:) 


STATEMENT OF Hon. Henry D. Larcapr, Jr., Memaer or CoNnGREsS FROM 
SeventTH LovuisiaANa District 


To the Chairman and Members of the Interstate and Foreign Commerce Committee 
of the United States House of Representatives: 

I desire to file this statement in connection with the hearings conducted by 
your committee on House Joint Resolution 206 to renew and extend the interstate 
compact for conversvation of oil and gas. 

The oil industry has become a major factor in the progress and development of 
Louisiana and is of particular importance to the Seventh ( ‘ongressional District 
of Louisiana, which I have the privilege of representing, owing to the extensive 
oil intersets in the Lake Charles area. 
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I feel that the interstate compact has done much in the interest of oil and gas 
conservation in Louisiana and other member States, and offers great opportunities 
for further activities in this connection. I heartily endorse this legislation for 
extension of the compact and feel that this action is vital to the continued welfare 
of the industry, with special emphasis upon the meeting of needs in the national 
defense program. 

In this connection I wish to have inserted in the record the following letter 
from Gov. Ear! K. Long of Louisiana: 


STaTE OF LOUISIANA, 
Baion Rouge, June 8, 1951. 
Hon. Henry D. Larcape, Jr., 
Member of Congress, 
House Office Building, Washington, D. C. 

Dear CoNnGRESSMAN LARCADE: I received a letter from Governor Shivers, of 
Texas, dated May 25, with reference to the renewal by the Congress of the 
Interstate Oil Compact Commission. It is my information that this compact 
is of substantial value to the oil-producing States. Judge Digby, commissioner 
of conservation, considers the renewal of the compact of great importance to the 
State of Louisiana, and we would appreciate your efforts in securing the extension 
of this compact before its expiration date on August 31, 1951. 

For your further information concerning this matter, I am quoting the letter I 
received from Governor Shivers who is chairman of the Interstate Oil Compact 
Commission. 

“Dear GovERNOoR: I know you are aware that we are awaiting congressional 
action extending the Interstate Oil Compact Commission for another 4 years. 
The present compact will expire August 31. 

“Proper legislation has been introduced in the Senate by Senator Connally, of 
Texas, and in the House of Representatives by Representatives Harris, of 
Arkansas, and Beckworth, of Texas. A public hearing on the latter resoiution has 
been set by the House Interstate and Foreign Commerce Committee on June 
11-12, and I plan to make a statement to the committee at that time. 

**Meanwhile it would be most helpful if you would write to your Senators and 
Representatives at Washington, calling to their attention the urgency of granting 
permission to continue this compact commission that has been in existence since 
1935 and which has proved highly beneficial to the cause of conservation in the 
oil-producing States. The resolutions authorizing extension of the compact are 
Senate Joint Resolution 42 and House Joint Resolution 206.” 

In view of the above, I will appreciate your giving this matter careful study and 
consideration, prior to the date of final action by the Congress. 

With kind personal regards, I am, 

Most sincerely yours, 
Earut K. Lona, Governor. 
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